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gon,
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RAPPETY, Mr. DAVID C. PICKETT, and

Mr. MERWIN RANKIN, Title and Trust

Building, Portland, Oregon,

Por the Defendant in Error.

CITATION ON WRIT OP ERROR.

United States of America,

District of Oregon,—ss.

To Morgan Grain Company, Inc., W. S. Andrews,

Raffety & Pickett, and Merwin Rankin, Its

Attorneys, GREETING:
You are hereby cited and admonished to be and

appear before the United States Circuit Court of

Appeals for the Ninth Circuit, at San Prancisco,

California, within thirty days from the date hereof,

pursuant to a writ of error filed in the Clerk's office

of the District Court of the United States for the

District of Oregon, wherein H. W. Collins is plain-
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tiff in error and you are defendant in error, to

show cause, if any there be, why the judgment in

the said writ of error mentioned should not be cor-

rected and speedy justice should not be done to the

parties in that behalf.

Given under my hand, at Portland, in said Dis-

trict, this 1st day of July, in the year of our Lord

one thousand nine hundred and twenty-six.

R. S. BEAN,
Judge.

Service of the within citation, together with copy

of petition for writ of error, assignments of error,

and order thereon, is hereby admitted at Portland,

Oregon, this 1st day of July, 1926.

HARRY L. RAPPETY,
Of Attorneys for Morgan Grain Company, Inc.,

Defendant in Error.

[Endorsed] : Piled Jul. 2, 1926. [1*]

Til the United States Circuit Court of Appeals for

the Ninth Circuit.

Tl. \V. COLLINS,

Plaintiff in Error,

vs.

^MORGAN GRAIN COMPANY, INC., a Corpora-

tion,

Defendant in Error.

*]'MKo-numl)or :ij)i)CMriii^r at foot of page of original certified Tran-
Bcript of Kecord.
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WRIT OF ERROR.

The United States of America,—ss.

The President of the United States of America, to

the Judge of the District Court of the United

States for the District of Oregon, GREET-
ING:

Because in the records and proceedings, as also

in the rendition of the judgment of a plea which is

in the District Court before the Honorable Robert

S. Bean, one of you, between Morgan Grain Com-

pany, Inc., a corporation, plaintiff and defendant

in error, and H. W. Collins, defendant and plaintiff

in error, a manifest error hath happened to

the great damage of the said plaintiff in error,

as by complaint doth appear; and we, being

willing that error, if any hath been, should be

duly corrected, and full and speedy justice done

to the parties aforesaid, and, in this behalf, do com-

mand you, if judgment be therein given, that then,

under your seal, distinctly and openly, you send the

Tecord and proceedings aforesaid, with all things

concerning the same, to the United States Circuit

Oourt of Appeals for the Ninth Circuit, together

with this writ, so that you have the same at San

Erancisco, California, within thirty days from the

date hereof, in the said Circuit Court of Appeals

to be then and there held; that the record and pro-

ceedings aforesaid, being then and there inspected,

the said Circuit Court of Appeals may cause further

to be done therein to correct that error, what of
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right and according to the laws and customs of the

United States of America should be done.

WITNESS the Honorable WILLIAM HOW-
ARD TAFT, Chief Justice of the United States,

this 30th day of June, 1926.

[Seal] G. H. MARSH,
Clerk of the District Court of the United States

for the District of Oregon.

By F. L. Buck,

Chief Deputy.

[Endorsed]: Filed June 30th, 1926. [2]

In the District Court of the United States for the

District of Oregon.

March Term, 1925.

BE IT REMEMBERED : That on the 28th day

of May, 1925, there was duly filed in the District

Court of the United States for the District of

Oregon, a complaint, in words and figures as fol-

lows, to wit: [3]

in the District Court of the United States for the

District of Oregon.

.MORCiAN (JRAIN COMPANY, INC., a Corpora-

tion,

Plaintiff,

vs.

Jl. W. COLLINS,

Defendant.
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COMPLAINT.

The above-named plaintiff complaining of the

above-named defendant for its cause of action,

alleges

:

I.

That the plaintiff now is and during all the

time in this complaint mentioned was a corporation

organized, incorporated and existing under and

pursuant to the general laws of the State of Dela-

ware, and that the said plaintiff is a resident and a

citizen of said State of Delaware and a citizen of a

different state from the defendant.

II.

That the defendant now is and during all the

time in this complaint mentioned was a resident

and a citizen of the State of Oregon, and a citizen

of a different state from the plaintiff.

III.

That the plaintiff and the defendant are resi-

dents and citizens of different states and that a

diversity of citizenship exists between the plaintiff

and the defendant.

That the amount in controversy in this action,

exclusive of interests and court costs, exceeds the

sum of $3,000.00.

IV.

That heretofore, and on or about November 4,

1920, [4] defendant subscribed for and offered

and agreed in writing to take two hundred and fifty

(250) shares of the capital stock of plaintiff of a
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par value of $100.00 per share, and offered and

agreed to pay the sum of $25,000.00 for said stock in

the following manner: $5,000.00 on December 1,

1920; $5,000.00 on March 1, 1921, and the balance

of $15,000.00 on or before September 1, 1921; that

said subscription was one of a number of subscrip-

tions to the stock of plaintiff made by various per-

sons at or about the same time; that plaintiff ac-

cepted defendant's subscription as tendered; that

thereafter and pursuant to said contract of sub-

scription, defendant paid plaintiff the sum of $5,-

000.00 as his first installment payment thereof, and

plaintiff issued and delivered to defendant, who

accepted same, its certificate for fifty (50) shares

of its capital stock ; that thereafter and on March 1,

1921, a second installment of $5,000.00 became due

and payable on said subscription agreement, and

thereafter and on September 1, 1921, the balance of

said subscription, amounting to $15,000.00, became

due and payable; that plaintiff thereafter, after

due and regular proceedings, called the balance of

$20,000.00 due from defendant to plaintiff on his

subscription for two hundred and fifty (250) shares

of the capital stock of plaintiff and notified defend-

ant thereof ; that prior to the commencement of this

action, plaintiff tendered defendant its certificate

for 200 shares of the capital stock and demanded
that defendant pay the balance due on his subscrip-

tio]i but defendant refuses to pay and has not

paid any portion of said balance; that plaintiff is

j-eady, able and willing to issue and deliver to de-

fendant its certificate for 200 shares of the capita]
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stock on payment by defendant of the balance of

his subscription.

V,

That there is due, owing and unpaid from de-

fendant to [5] plaintiff the sum of $20,000.00,

together with interest thereon at the rate of six (6)

per cent per annum on $5,000.00 thereof from

March 1, 1921, and on $15,000.00 from September

1, 1921, at the same rate.

WHEREFORE, plaintiff prays judgment

against defendant for the sum of $20,000.00, to-

gether with interest at the rate of six (6) per cent

per annum on $5,000.00 thereof from March 1, 1921,

and interest on the sum of $15,000.00 from Septem-

ber 1, 1921, at the rate of six (6) per cent per

annum, together with the plaintiff's costs and dis-

bursements incurred in this action.

WM. S. ANDREWS,
RAFFETY & PICKETT,
MERWIN RANKIN,
Attorneys for Plaintiff. [6]

State of California,

City and County of San Francisco,—ss.

I, A. H. Anderson, being first duly sworn, depose

and say:

That I am an officer, to wit, vice-president, of

Morgan Grain Company, Inc., a corporation, plain-

tiff in the above-entitled action; that I make this

affidavit as such officer on behalf of said corpora-

tion, being so authorized to do; I have read the

foregoing complaint and know the contents thereof
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and that the same is true of my own knowledge

except as to those matters which are therein stated

on information or belief, and as to those matters,

I believe to be true.

A. H. ANDERSON.

Subscribed and sworn to before me this 11th day

of May, 1925.

[Seal] JOHN McCALLAN,
Notary Public for the State of California.

My commission expires April 12th, 1929.

Filed May 28, 1925. [7]

AND AFTERWARDS, to wit, on the 26th day of

June, 1925, there was duly filed in said court

an answer, in words and figures as follows, to

wit: [8]

[Title of Court and Cause.]

ANSWER.
The above-named defendant now answering

plaintiff's complaint filed herein, DENIES, AD-
MITS and ALLEGES as follows:

I.

^riiis derendant ADMITS that the plaintiff is now
a c()rj)oration organized, incorporated and existing

iiiulcr and pui-suaiil lo the general laws of the State

of Dclawai-e, but denies that the said plaintiff was
'it all or in any manner a corporation or was

organized or was in existence under or pursuant to
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the general laws of the State of Delaware or under

the laws of any other State or at all, at all the times

mentioned in plaintiff's complaint or at any of the

times mentioned in plaintiff's complaint prior to

the 15th day of December, 1920, ADMITS that the

said plaintiff is a resident and citizen of the

State of Delaware and a citizen of a different State

from the defendant.

II.

ADMITS that the defendant now is and during

all the times mentioned in plaintiff's complaint was

a resident and a citizen of the State of Oregon and

a citizen of a different State from the plaintiff.

III.

ADMITS that the plaintiff and the defendant

are residents and citizens of different states and

that a diversity of citizenship exists between the

plaintiff and defendant and admits that the amount

in controversy in this action, exclusive [9] of

interests and court costs exceeds the sum of $3,000.

IV.

DENIES that heretofore and on or about No-

vember 4, 1920, or at any other time, the defendant

subscribed for or offered or agreed in writing to

take 250 shares of the capital stock of plaintiff of

the par value of $100 per share, or that this defend-

ant ever at any time subscribed for or agreed to

take any greater number of shares of stock in the

plaintiff corporation than 50 shares of the capital

stock thereof and DENIES that this defendant ever

offered or agreed to pay the sum of |25,000 for stock
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in the plaintiff corporation or ever agreed to pay

any other or greater sum than $5,000 for stock in

the plaintiff corporation; and ALLEGES the facts

to be as alleged in the defendant's separate and fur-

ther defense heremafter stated. DENIES that the

alleged subscription referred to in plaintiff's com-

plaint was one of a number of subscriptions to the

stock of plaintiff made by various persons at or

about the same time and DENIES that the plaintiff

ever accepted defendant's subscription for any other

or different number of shares than 50 shares. AD-
MITS that thereafter this defendant paid to the

plaintiff for 50 shares of stock in plaintiff's corpora-

tion the sum of $5,000 but DENIES that the said

payment was made pursuant to the contract of sub-

scription alleged in plaintiff's complaint, and DE-
NIES that the said payment of $5,000 was a first

installment payment upon said subscription but

AVERS the fact to be that said payment of $5,000

was payment in full for 50 shares of the capital

stock in plaintiff corporation, all as hereinafter al-

leged in this answer; and ADMITS that the plain-

tiff issued and delivered to this defendant its certifi-

cate for 50 shares of its capital stock and this de-

fendant accepted the same. DENIES that there-

after and on March 1, 1921, or at any other time or

at all a second installment of $5,000 or any other

sum became due or payable on said subscription

agreement or on any subscription [10] agreement

and DENIES that thereafter or on September 1,

1921, or at any time at all the balance of said sub-

scription amounting to $15,000 or amounting to any
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other sum whatever became due or payable. DE-
NIES that plaintiff thereafter or after due or regu-

lar proceedings called the balance of $20,000 alleged

to be due from defendant to the plaintiff on his sub-

scription for 250 shares of the capital stock of

plaintiff, but ADMITS that the plaintiff did notify

the defendant that such call had been made. AD-
MITS that prior to the commencement of this suit

the plaintiff tendered the defendant its certificate

for 200 shares of the capital stock of said corpora-

tion and demanded that defendant pay a balance

which plaintiff claimed to be due thereon, and AD-
MITS that defendant refused to pay said balance

so claimed or any part thereof.

V.

DENIES that there is now due, owing or unpaid

from the defendant to the plaintiff the sum of

120,000 or any other sum or amount whatever, either

together with or without interest thereon at the rate

of six per cent or at any other rate on $5,00 thereof,

or on any other amount thereof, from March 1,

1921, or from any other time, or at all, or on $15,000

or any other sum or amount whatever from Sep-

tember 1, 1921 or from any other time or date, or

at all, at the same rate or at any rate.

And for a further and separate answer and state-

ment of new matter constituting a defense to plain-

tiff's complaint filed herein this defendant AL-
LEGES:

I.

That on or about the 4th day of November, 1920,

and for a short period of time prior thereto one
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T. E. Morgan was endeavoring to and soliciting per-

sons to become members of and take stock in a cor-

poration to be subsequently formed, incorporated

and organized for the purpose of handling grain and

other grain products, of which he, the said T. E.

Morgan would be [11] President and Manager,

and on or about the 4th of November, 1920, the

said T. E. Morgan solicited this defendant to be-

come a member thereof and thereupon on or about

the said 4th of November, 1920, this defendant did

at the solicitation and upon the request of the said

T. E. Morgan, promise and agree to and with the

said T. E. Morgan that he would take stock in such

corporation when formed, of the par value of $25,000

to be paid for |5,000 December 1st; |5,000 March

1st; the balance on or before September 1st. That

the said promise so made was without consideration

and thereafter and prior to the formation or organi-

zation or incorporation of said proposed corpora-

tion, to wit: on the 26th day of November, 1920, this

defendant withdrew and canceled his said promise

to take stock in said proposed corporation to the

extent of $25,000 and reduced his offer and promise

to take stock in said proposed corporation in any

further or greater amount than stock of the par

value of $5,000 and definitely withdrew such tender

and promise in any further or greater amount or to

any extent beyond a subscription or promise of

$5,000 and definitely and in person and personally

notified the said T. E. Morgan of such withdrawal

and the said T. E. Morgan assented to such with-

drawal, and it was then agreed between the said

T. E. Morgan and this defendant that this defendant
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would subscribe for, take and pay for stock in the

corporation to be so formed to the extent of but not

in excess of f5,000 face value of said stock.

II.

That thereafter and about the 9th day of December,

1920, the said T. E. Morgan caused Articles of Incor-

poration to be filed with the Secretary of State of the

State of Delaware incorporating the plaintiff under

the name of Morgan Grain Company Incorporated

and thereafter and about the 15th day of December,

1920, caused the said corporation to be organized

by the election of officers [12] and the said T. E.

Morgan was duly and regularly elected the Presi-

dent thereof and thereafter, to wit, on the 18th day

of December, 1920, the plaintiff issued to this de-

fendant its certificate of capital stock of the said

Morgan Grain Company Incorporated No. 9 for 50

shares thereof of the par value of $100 per share

over the signature of T. E. Morgan, President, and

by C. S. Perviance, its Secretary-Treasurer, and

under the seal of said corporation, and thereupon

this defendant paid to the said corporation the full

sum of |5,000 therefor and is not now and never has

been indebted to the said corporation upon any of its

shares of stock in any other sum or amount what-

ever.

WHEREFORE this defendant prays judgment

against the plaintiff for his costs and disbursements

of this action.

JAMES H. RALEY,
JAMES R. RALEY,
FREDERICK STEIWER,

1' Attorneys for Defendant.
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State of Oregon,

County of Umatilla,—ss.

I, H. W. Collins, being first duly sworn, do say:

I am the defendant named in the foregoing answer

;

that I know the contents thereof and believe the

same to be true.

H. W. COLLINS.

Subscribed and sworn to before me this 23d day of

June, 1925.

[Seal] J. H. RALEY,
Notary Public for Oregon.

My commission expires March 17, 1929.

State of Oregon,

County of Multnomah,—ss.

Due service of the within answer is hereby ac-

cepted within said County and State this 26 day of

June, 1925.

HARRY L. RAPFETY,
One of the Attorneys for Plaintiff.

Filed June 26, 1925. [13]

AND AFTERWARDS, to wit, on the 3d day of

August, 1925, there was duly filed in said court

a reply, in words and figures as follows, to wit

:

[14]

[Title of Court and Cause.]

REPLY.
Comes now the plaintiff and replying unto the
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answer of the defendant filed herein, admits, denies

and alleges as follows

:

I.

The plaintiff denies all of the affirmative matter

set forth in paragraphs numbered I, II, III, IV and

V of the defendant's answer.

II.

Replying unto paragraph numbered I of the fur-

ther and separate answer and defense of the de-

fendant, the plaintiff denies the same and the whole

thereof and each and every allegation therein con-

tained and the whole thereof, save and except the

plaintiff admits that on or about the 4th day of

November, 1920, the defendant subscribed for and

promised and agreed to take 250 shares of the capi-

tal stock of the plaintiff of the par value of $100.00

a share, and offered and agreed to pay the sum of

$25,000.00 for said stock, in the following manner:

15,000.00 on December 1, 1920; $5,000.00 on March

1, 1921 ; the balance of $15,000.00 on or before Sep-

tember 1, 1921.

III.

Replying unto paragraph numbered II of the fur-

ther and separate answer and defense of the de-

fendant, the plaintiff [15] denies the same and

the whole thereof and each and every allegation

therein contained and the whole thereof, save and

except that the plaintiff admits that its articles of

incorporation were filed with the Secretary of State

of the State of Delaware on the 9th day of Decem-

ber, 1920, and that on the 15th day of December,

1920, an election of officers was held and that at
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such election E. T. Morgan was duly elected presi-

dent of the plaintiff.

WHEREFORE, the plaintiff demands judgment

of this court as in its complaint it has prayed.

W. S. ANDREWS,
MERWIN RANKIN,
RAFPETY & PICKETT,

Attorneys for Plaintiff.

United States of America,

District of Oregon,—ss.

I, Harry L. Raffety, being first duly sworn, de-

pose and say:

That I am one of the attorneys for the above-

named plaintiff and that said plaintiff is a non-

resident of the State of Oregon and is without the

state and district, wherefore, I make this affidavit

and say: that the above and foregoing reply is true

and correct as I verily believe.

HARRY L. RAFFETY.

Subscribed and sworn to before me, a notary pub-

lic for the State of Oregon, this 30 day of July, 1925.

[Seal] INEZ STAUSS,
Notary Public for State of Oregon.

My commission expires Jan. 10, 1928. [16]

State of Oregon,

County of Umatilla,—ss.

Due and legal service of the within reply is hereby

admitted and accepted in Umatilla County, Oregon,

this 31 day of July, 1925, by receiving a copy
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thereof, duly certified to as such by Harry L. Raf-

fety, attorney for plaintiff.

J. H. EALEY,
Attorney for Defendant.

Filed August 3, 1925. [17]

AND AFTERWARDS, to wit, on Thursday, the

8th day of April, 1926, the same being the 3d

judicial day of the regular Pendleton, 1926,

term of said court—Present, the Honorable

ROBERT S. BEAN, United States District

Judge, presiding—the following proceedings

were had in said cause, to wit: [18]

In the District Court of the United States for the

District of Oregon.

No. L.-9622.

MORGAN GRAIN COMPANY, INC., a Corpora-

tion,

Plaintiff,

vs.

H. W. COLLINS,
Defendant.

JUDGMENT.

This cause being regularly on the trial calendar

of the above-entitled court, came on to be heard at

the Pendleton term of said court on the 8th day of

April, 1926, plaintiff appearing by its counsel, H. L.

Raffety, Merwin Rankin and William S. Andrews,
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and the defendant appeared in person and by Raley^

Raley & Steiwer, his attorneys,

—

WHEREUPON, a jury was duly impaneled and

sworn to try the said cause

:

Whereupon, at the conclusion of all the evidence

and after both parties had rented their case, the

plaintiff moved the Court for an order directing the

jury to return a verdict in favor of the plaintiff and

against the defendant, for the sum of $20,000.00, to-

gether with interest at 6% per annum on $5,000.00

from March 1st, 1921, to April 7th, 1926, and on

$15,000 at the same rate from September 1st, 1921,

to April 7th, 1926, which said motion was duly con-

sidered by the Court and allowed.

Whereupon, at the direction of the Court, the

jury returned a verdict, in words and figures, as

follows

:

''We, the jury, being impaneled and sworn to

try the above-entitled action, find our verdict

in favor of the plaintiff and against the defend-

ant, for the sum of $20,000.00, together with

interest at the rate of 6% per annum from

March 1st, 1921, to April 7th, 1926, on $5,000.00,

and interest on $15,000.00 from September 1st,

1921, to April 7th, 1926, at 6% per annum.

Dated this 8th day of April, 1926.

(Sd.) F. C. GREER,
Foreman." [19]

Upon motion of the plaintiff for entry of judg-

ment upon the verdict of the jury, duly considered

and allowed,

—
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IT IS ORDERED AND ADJUDGED that plain-

tiff have and recover from the defendant the sum
of 120,000.00, together with interest on $5,000.00 at

6% per annum from March 1st, 1921, to April 7th,

1926, and on $15,000.00 at 6% per annum from Sep-

tember 1st, 1921, to April 7th, 1926, amounting in

all to the sum of $25,670.00, together with its costs

and disbursements in the action, taxed and allowed

in the sum of $56.80, and that execution issue there-

for, but not until the expiration of ten days from

date hereof.

R. S. BEAN,
Judge.

Dated at Pendleton, Oregon, this 8th day of April^

1926.

Filed April 8, 1926. [20]

AND AFTERWARDS, to wit, on Friday, the 9th

day of April, 1926, the same being the 4th judi-

cial day of the regular Pendleton, 1926, term of

said court—Present, the Honorable ROBERT
S. BEAN, United States District Judge, pre-

siding—the following proceedings were had in

said cause, to wit: [21]

[Title of Court and Cause.]

MINUTES OF COURT—APRIL 9, 1926—OR-
DER STAYING EXECUTION.

This matter coming on now upon defendant's

motion herein for stay of execution and for thirty
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days within which to tile a motion to set aside the

judgment and verdict of the jury and for a new
trial herein,

—

It is therefore hereby ORDERED that execution

herein be stayed for a period of ten days and that

if within such period of ten days defendant shall

file an undertaking in the sum of $30,000 that such

execution shall be stayed for a further period of

thirty-two days.

It is further ORDERED that the defendant shall

have thirty days from this date within which to file

motion to set aside the judgment and the verdict

of the jury in the above-entitled cause and for a

new trial therein.

Entered this 9th day of April, 1926.

R. S. BEAN,
Judge.

Filed April 9, 1926. [22]

AND AFTERWARDS, to wit, on the 30th day of

April, 1926, there was duly filed in said court a

motion to set aside judgment and for new trial,

in words and figures as follows, to wit: [23]

[Title of Court and Cause.]

MOTION TO SET ASIDE JUDGMENT AND
FOR NEW TRIAL.

Comes now the defendant and moves the Court

for an order setting aside the judgment heretofore, to

wit, on the 8th day of April, 1926, made, rendered and
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entered in the above-entitled cause and for a further

order granting to the defendant a new trial in said

cause. This motion is based upon the following

grounds

:

I.

Insufficiency of the evidence to justify the verdict

of the jury or the judgment entered in said cause.

II.

Error in law occurring at the trial and duly ex-

cepted to by the defendant during the trial.

And the defendant further in support of this mo-

tion sets forth the specific error of law occurring at

said trial to be as follows

:

The defendant Collins, being upon the witness-

stand and duly sworn as a witness on his own behalf,

had propounded to him by his counsel the following

question

:

^'Q. Did you have any conversation with Mr.

Morgan on the 26th of November at lunch, he

and you and Mr. Sibley being there at that

time? A. Yes.

Q. With reference to this subscription?

A. Yes.

Q. What was said at that time between you

and Mr. [24] Morgan, Mr. Sibley being pres-

ent, with reference to this subscription?"

Counsel for plaintiff objected to said question and

to the witness answering the same upon the grounds

:

I.

That such evidence is not admissible because it

is an attempt by parol evidence to modify and

change a written contract of subscription.
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II.

Upon tlie ground that it is not and was not in the

power of the defendant to revoke or modify his con-

tract of subscription.

The Court sustained the plaintiff's objection to

which an exception was duly taken by defendant

and allowed by the Court. The defendant then of-

fered and tendered the testimony of witness to the

effect that witness, if permitted to answer, would

testify and say:

^^That at the Fairmont Hotel on the 26th day

of November, 1920, the defendant and T. E.

Morgan and H. J. Sibley being present, the

defendant Collins said to T. E. Morgan, that

he had come down to see him, and felt that he

must cancel his subscription to the stock in the

Morgan Grain Co. That thereupon T. E. Mor-

gan said to him in substance, ^If you cannot

take it all, will you take $5,000?' Collins re-

plied to that and said 'Yes, if you will agree to

the cancellation of the subscription from $25,-

000 down to $5,000, I will take $5,000 and pay

for it as soon as the call is made for it.' That

thereupon, Morgan said, 'That is perfectly

agreeable; we will cancel your subscription

down to $5,000, and when we make a call you

can pay the $5,000 in cash.'
"

to the offer and tender of which testimony the plain-

tiff objected and the Court sustained the plaintiff's
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objection thereto and allowed the defendant an ex-

<3eption to the ruling of the Court.

RALEY, RALEY, & STEIWER and

WOOD, MONTAGUE & MATTHIESSEN,
Attorneys for Defendant. [25]

State of Oregon,

County of Multnomah,—ss.

Due service of the within motion is hereby ac-

cepted within said County and State this 30th day

of April, 1926.

HARRY L. RAFFETY,
One of the Attorneys for Plaintiff.

Filed April 30, 1926. [26]

AND AFTERWARDS, to wit, on Monday, the 21st

day of June, 1926, the same being the 96th judi-

cial day of the regular March term of said

court—Present, the Honorable ROBERT S.

BEAN, United States District Judge, presiding

—the following proceedings were had in said

cause to wit: [27]

'[Title of Court and Cause.]

MINUTES OF COURT—JUNE 21, 1926—OR-
DER DENYING MOTION FOR NEW
TRIAL.

This cause was heard by the Court on the mo-

tion of defendant for a new trial, the parties ap-

pearing by Mr. H. L. Raffety, Mr. Merwin Rankin,
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Mr. William S. Andrews, of counsel for plaintiff,

and by Mr. J. H. Ealey and Mr. Richard W. Monta-

gue, of counsel for defendant. Upon consideration

whereof,

IT IS ORDERED that said motion be and the

same is hereby denied. [28]

AND AFTERWARDS, to wit, on the 30th day of

June, 1926, there w^as duly filed in said court

an opinion, in words and figures as follows, to

wit: [29]

[Title of Court and Cause.]

OPINION.

Portland, Oregon, June 20, 1926.

E. S. BEAN, District Judge (Oral) :

This is an action on an alleged subscription to

capital stock of a corporation thereafter to be

formed.

The facts are simple, and not in any substan-

tial controversy. It appears that some time in

1920, the latter part of the year, F. E. Morgan, who
was dealer in grain in San Francisco, conceived

the idea of, to some extent at least, consolidating

the grain interests and grain business of the Pacific

Coast by organizing a corporation for that purpose.

With that end in view he interviewed the defend-

ant, Collins, wlio was a grain operator in Oregon

and the Pacilic Northwest, the managers of Wills &
Sons, a I>iitisli corporation, with offices in San
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Francisco and New York, and proposed that Wills

& Sons, Sibley and Anderson, their managers in

the United States, Collins himself, should take

stock in the proposed corporation. The proposition

was laid before the directors of Wills & Sons in

London, and was looked upon with favor. As a

result, Anderson and Sibley, the American mana-

gers, were directed to visit New York and there

meet a Mr. Haley, one of their directors, to discuss

the matter with Morgan. A conference was held in

New York and Hale suggested that the formation

of the corporation be postponed for twelve months

on account of the then financial condition of the

•country, but Morgan was insistent that it should

be done immediately, and he wired Collins con-

cerning the matter. The wire to Mr. Collins is not

in evidence and the parties were not able to pro-

duce it, but in any event he received from Collins

a message agreeing to take twenty-five thousand in

stock of the proposed corporation. [30] On re-

ceipt of this message Hale withdrew his objection,

and Wills & Sons agreed to subscribe twelve hun-

dred sixty shares in the corporation, Anderson and

Sibley each ten shares, and Morgan six hundred

and twenty-five shares, each of the par value of

one hundred dollars. Sibley and Morgan then re-

turned to San Francisco, and on their way stopped

at Chicago and there obtained two additional sub-

scriptions, one for fifty shares and one for twenty-

five.

On December 9th of the same year the plaintiff

corporation was organized, and on the 19th of that
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month Morgan, who was elected president, reported

to the board of directors, that he had secured sub-

scriptions as detailed, and these were accepted by

the board, and a call for twenty per cent levied,

which call has been paid, and certificates to the

various stockholders for the amount of the call is-

sued. Thereafter a certificate for the remaining

shares subscribed by the defendant was tendered to

him, and he refused to accept it, or to pay the ad-

ditional subscription, and hence this action.

The defendant admits that he made the subscrip-

tion as stated, but he offered to show at the trial

that after his subscription and prior to the or-

ganization of the corporation he met Morgan in

San Francisco, and told him, Morgan, that he must

withdraw his subscription and that if Morgan would

agree to such cancellation he, Collins, would sub-

scribe for and take five thousand dollars in stock

in the concern, and that Morgan so agreed. The

Court ruled that this evidence was incompetent and

inadmissible and directed a verdict for the plain-

tiff.

The defendant has moved for a new trial. Now
the authorities are in hopeless conflict as to when

and under what circumstances, if any, one who

agrees to take stock in a corporation to be there-

after formed, may cancel or withdraw his sub-

scription before the formation of the corporation.

No useful purpose would be served by reviewing the

authorities, or attempting to deduct any general rule

from them. I could not hope to add anything to
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the learning on that subject. The authorities have

[31] been collected, commented upon, and dis-

cussed by counsel at the hearing and in their briefs,

and have been examined, and I am disposed, in view

of the conflict and uncertainty, to adhere to the

ruling heretofore made, and leave to the court of

Jast resort, as it must be, to ultimately determine

the question, and therefore the motion for a new

trial will be overruled.

Filed June 30, 1926. [32]

AND AFTERWARDS, to wit, on Monday, the

12th day of July, 1926', the same being the 7th

judicial day of the regular July term of said

court—Present, the Honorable ROBERT S.

BEAN, United States District Judge, pre-

siding—the following proceedings were had in

said cause, to wit: [33]

[Title of Court and Cause.]

MINUTES OF COURT—JULY 12, 1926—OR-
DER EXTENDING TIME TO AND IN-
CLUDING AUGUST 1, 1926, TO PRESENT
AND SETTLE BILL OF EXCEPTIONS.

Now at this time, it appearing to the Court that

by reason of the residence of the leading counsel

for plaintiff in San Francisco, California, and of

the leading counsel for defendant in Pendleton,

Oregon, some delay is necessary in the presenting

and settling of the bill of exceptions,

—
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IT IS ORDERED that additional time, to and

including August 1, 1926, or so much thereof as

may be necessary, be and is hereby granted for the

presenting and settling of said bill of exceptions.

Dated July 12, 1926.

R. S. BEAN,
Judge.

Filed July 12, 1926. [34]

AND AFTERWARDS, to wit, on the 29th day of

July, 1926, there was duly filed in said court

a stipulation for further time to submit bill

of exceptions, in w^ords and figures as follows,

to wit: [35]

[Title of Court and Cause.]

STIPULATION EXTENDING TIME TO AND
INCLUDING AUGUST 1, 1926, FOR PRES-
ENTATION AND SETTLEMENT OF BILL
OF EXCEPTIONS.

Now at this time, delay in the presenting and

settling of the bill of exceptions being necessary by

reason of the residence of the leading counsel for

plaintiff in San Francisco, California, and of the

leading counsel for defendant in Pendleton, Ore-

gon, the parties hereby consent to the granting of

an oi'der for extension of time for such presenta-

tion and settlement to and including August 1,

1926, or so much thereof as may be necessary.
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Dated July 2, 1926.

W. S. ANDREWS,
Of Attorneys for Plaintiff.

RICHARD W. MONTAGUE,
Of Attorneys for Defendant.

Filed July 29, 1926. [36]

AND AFTERWARDS, to wit, on the 30tli day of

June, 1926, there was duly filed in said court

a petition for writ of error, in words and

figures as follow^s, to wit: [37]

[Title of Court and Cause.]

PETITION FOR WRIT OF ERROR.

To the Honorable ROBERT S. BEAN, Judge of

said Court:

Comes now H. W. Collins, defendant, by Raley,

Raley & Steiwer and Wood, Montague & Matthies-

sen„ his attorneys, and respectfully shows that on

the 8th day of April, 1926, the Court directed a ver-

dict against your petitioner and in favor of the

plaintiff, and upon said verdict a final judgment

was entered on the 8th day of April, 1926, against

your petitioner.

Your petitioner, feeling himself aggrieved by the

said verdict and judgment entered thereon as afore-

said, herewith petitions the Court for an order

allowing him to prosecute a writ of error to the

Circuit Court of Appeals of the United States for
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the Kinth Circuit under the laws of the United

States in such cases made and provided.

WHEREFORE, premises considered, your peti-

tioner prays that a writ of error do issue that an

appeal in this behalf to the United States Circuit

Court of Appeals aforesaid, sitting at San Fran-

cisco, in said Circuit, for the correction of the errors

complained of and herewith assigned, be allowed

(and that an order be made fixing the amount of

security to be given by plaintiff in error conditioned

as the law directs, and upon giving such bond as

may be required that all further proceedings [38]

may be suspended until the determination of said

writ of error by the Circuit Court of Appeals.

RALEY, RALEY & STEIWER and

WOOD, MONTAGUE & MATTHIESSEN,
Attorneys for Petitioner in Error.

RICHARD W. MONTAGUE,
Of Counsel.

Writ of error granted this 30th day of June,.

1926 ; supersedeas bond fixed at $30,000.00.

R. S. BEAN,
Judge.

Filed June 30, 1926. [39]

AND AFTERWARDS, to wit, on the 30th day of

June, 192(), there was duly filed in said court

assignments of error, in words and figures as

follows, to wit : [40]
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[Title of Court and Cause.]

ASSIGNMENTS OF EREOR.

Now comes H. W. Collins, plaintiff in error in

the above-entitled cause, and in connection with his

petition for a writ of error in this cause assigns

the following errors, which plaintiff in error avers

occurred on the trial thereof, and upon which he

relies to reverse the judgment entered herein as ap-

pears of record

:

(1) The Court erred in not submitting to the

jury the question as to whether the defendant Col-

lins had withdrawn the alleged subscription to the

stock of the plaintiff company, upon which sub-

scription the action was brought.

(2) The Court erred in taking from the jury the

right to pass upon the issue of fact above stated.

(3) The Court erred in refusing to admit evi-

dence of the defendant Collins material and rele-

vant to the cause as follows: The action was

brought upon an alleged subscription by the de-

fendant Collins to the stock of the plaintiff. The

defendant Collins, testifying in his own behalf, had

propounded to him by his counsel the following

questions

:

^^Q>. Did you have any conversation with Mr.

Morgan on the 26th of November at lunch, he

and you and Mr. Sibley being there at that

time? [41] A. Yes.

Q. With reference to this subscription?

A. Yes.
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Q. What was said at that time between you

and Mr. Morgan, Mr. Sibley being present, with

reference to this subscription "?

"

Counsel for plaintiff objected to said question

and to the witness answering the same upon the

grounds

:

(a) That such evidence is not admissible be-

cause it is an attempt by parol evidence to modify

and change a written contract of subscription.

(b) Upon the ground that it is not and was not

in the power of the defendant to revoke or modify

his contract of subscription.

The Court sustained the plaintiff's objection, to

which an exception was duly taken by defendant

and allowed by the Court. The defendant then

offered and tendered the testimony of witness to

the effect that witness, if permitted to answer,

w^ould testify and say:

''That at the Fairmont Hotel on the 26'th day

of November, 1920, the defendant and T. E.

Morgan and H. J. Sibley being present, the de-

fendant Collins said to T. E. Morgan, that he

had come down to see him, and felt that he

must cancel his subscription to the stock in

the Morgan Grain Co. That thereupon T. E.

Morgan said to him in substance, 'If you can-

not take it all, will you take $5,000 r Collins

rej)lied to that and said, 'Yes, if you will agree

to the cancellation of the subscription from

$25,000 down to $5,000, I will take $5,000 and

pay for it as socm as the call is made for it.'

That thereupon, Morgan said, 'That is per-
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fectly agreeable; we will cancel your subscrip-

tion down to $5,000, and when w^e make a call

you can pay the $5,000 in cash.'
"

to the offer and tender of which testimony the plain-

tiff objected and the Court sustained the plaintiff's

objection thereto and allowed the defendant an ex-

ception to the ruling of the Court. [42]

(4) The Court erred in directing a verdict for

plaintiff on the cause of action asserted, on the

grounds above set forth and on the further grounds

:

(a) That the cause of action stated in the com-

plaint is in favor of Morgan, the party with whom
Collins is alleged to have made the contract, and

not with the Morgan Grain Company, the plaintiff

herein; and

(b) Because there is a variance between the

pleading of plaintiff in the case and the testimony

offered by him at the trial.

(5) The Court erred in denying the motion of

the defendant for a new trial.

EALEY, RALEY & STEIWER,
WOOD, MONTAGUE & MATTHIESSEN,

Attorneys for Plaintiff in Error.

Filed June 30, 1926. [43]

AND AFTERWARDS, to wit, on the 2d day of

July, 1926, there was duly filed in said court a

supersedeas bond, in words and figures as fol-

lows, to wit: [44]
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[Title of Court and Cause.]

SUPERSEDEAS BOND.

KNOW ALL MEN BY THESE PRESENTS:
That we, H. W. Collins, as principal, and The

Aetna Casualty & Surety Company, as surety, are

held and firmly bound unto Morgan Grain Com-

pany, Inc., a corporation, in the full and just sum

of thirty thousand dollars ($30,000.00), to be paid

to the said Morgan Grain Company, Inc., its attor-

neys, successors, administrators, executors, or as-

signs, to which payment, well and truly to be made,

we bind ourselves, our successors, assigns, executors

and administrators, jointly and severally, by these

presents.

Signed and dated this, the 2d day of July, A. D.

1926.

WHEREAS, lately at a regular term of the Dis-

trict Court of the United States for the District of

Oregon, sitting at Pendleton, in said District, in a

suit pending in said court between Morgan Grain

Company, Inc., a corporation, plaintiff, and H. W.
Collins, as defendant, cause No. L.-9622, on the

law docket of said court, final judgment was ren-

dered against the said defendant for the sum of

twenty thousand dollars ($20,000.00), with interest

thereon at the rate of six \)er cent per annum from

March 1, 1921, to April 7, 1926, on $5,000.00, and

interest at six per cent per annum on $15,000.00

from September 1, 1921, to April 7, 1926, and the

said defendant, H. W. Collins, has obtained a writ
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of error and filed a copy thereof in the Clerk's

office of [45] the said court to reverse the judg-

ment of the said Court in the aforesaid suit, and a

citation directed to the said Morgan Grain Com-

pany, Inc., defendant in error, citing it to be and

appear before the United States Circuit Court of

Appeals for the Ninth Circuit, to be holden at San

Francisco, in the State of California, according to

law, within thirty (30) days from the date hereof.

Now, the condition of the above obligation is such

that if the said H. W. Collins shall prosecute his

writ of error to effect and answer all damages and

costs if he fail to make his plea good, then the above

obligation to be void; else to remain in full force

and virtue.

H. W, COLLINS,
Principal.

By RICHARD W. MONTAGUE,
Of His Attorneys.

THE AETNA CASUALTY & SURETY
COMPANY.

By KARL V. LIVELY,
Resident Vice-President.

[Seal] Attest: M. L. LITTLE,
Resident Assistant Secretary,

Surety.

Approved this the 2d day of July, 1926.

R. S. BEAN,
Judge.

Filed July 2, 1926. [46]
{
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AND AFTERWARDS, to wit, on Saturday, the

3(i day of July, 1926, the same being the 107th

judicial day of the regular March term of said

court—Present, the Honorable CHARLES E,

WOLVERTON, United States District Judge,

presiding—the following proceedings were had

in said cause, to wit: [47]

[Title of Court and Cause.]

MINUTES OF COURT—JULY 3, 1926—OR-
DER CONTINUING ALL MATTERS
PENDING TO NEXT TERM OF COURT.

Now, at this day, it is ORDERED that all mo-

tions for new trial, motions in arrest of judgment,

and all other motions, demurrers, and other matters

now pending and undetermined in this court at the

close of the present March, 1926, term be and they

are hereby continued, for further consideration, to

the July, 1926, term of said court. [48]

AND AFTERWARDS, to wit, on Wednesday, the

28th day of July, 1926, the same being the 21st

judicial day of the regular July term of said

court—Present, the Honorable ROBERT S.

BEAN, United States District Judge, presid-

ing—flic following proceedings were had in

snid cause, to wit: [49]
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[Title of Court and Cause.]

MINUTES OF COURT—JULY 28, 1926—OR-

DER EXTENDING TIME TO AND IN-

CLUDING SEPTEMBER 1, 1926, TO FILE
CORRECTED AND SETTLED BILL OF
EXCEPTIONS.

Now at this day on motion of Richard W. Mon-

tague, of counsel for the defendant,

—

IT IS ORDERED that the parties have to and

including September 1, 1926, to file the corrected

and settled bill of exceptions herein.

R. S. BEAN,
Judge.

Filed July 28, 1926. [50]

AND AFTERWARDS, to wit, on the 29th day of

July, 1926, there was duly filed in said court a

praecipe, in words and figures as follows, to

wit: [51]

[Title of Court and Cause.]

PRAECIPE DESIGNATING PARTS OF REC-
ORD TO BE INCLUDED IN TRAN-
SCRIPT ON WRIT OF ERROR.

To G. H. Marsh, Clerk United States District

Court for the District of Oregon

:

You are directed to make a transcript of record

in this cause, to be filed in the United States Cir-
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cuit Court of Appeals for the Ninth Circuit, pur-

suant to writ of error allowed herein, and to include

in such transcript of error the following papers:

Complaint.

Answer.

Reply.

Judgment.

Motion for new" trial.

Order denying motion for new trial.

Opinion of Court thereon.

Stipulation extending time to file bill of exceptions.

Standing order of Court extending time for pend-

ing proceedings.

Order extending time to file bill of exceptions.

Order extending time to prepare transcript of rec-

ord.

Bill of exceptions.

Petition for writ of error and allowance.

Citation on w^rit of error and proof of service

thereon.

Assignments of error.

Supersedeas bond and proof of service thereof.

RICHARD W. MONTAGUE,
Attorney for Defendant.

Service of the within praecipe by certified copy,

at Portland, Oregon, is hereby admitted this 29th

day of July, 1926.

HARRY L. RAFFETY,
Of Attorneys for Plaintiff.

Fil(Hl July 29, 192(). [52]
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AND AFTERWARDS, to wit, on the 30th day of

July, 1926, there was duly filed in said court a

bill of exceptions, in words and figures as fol-

lows, to wit: [53]

[Title of Court and Cause.]

BILL OF EXCEPTIONS.

BE IT REMEMBERED: That on the 8th day

of April, 1926, the above-entitled cause came on

regularly to be tried before the Honorable Robert

S. Bean, Judge of the District Court of the United

States for the District of Oregon, at the Pendle-

ton term of said court, sitting with a jury, the

plaintiff being represented by Messrs. William

Samuel Andrews, Harry L. Raffety and Merwin

Rankin, its attorneys, and the defendant being

^present in person and represented by his attorneys,

Messrs. J. H. Raley and J. Roy Raley, and a jury

being duly empaneled and sworn, the following

proceedings, among others, were had:

Plaintiff offered in evidence a certified copy of

the articles of incorporation of Morgan Grain Com-

pany, Inc., showing plaintiff was incorporated un-

der the laws of Delaware on December 9th, 1920,

and a telegram sent by the defendant, H. W. Col-

lins, marked Plaintiff's Exhibit 2, reading as fol-

lows :
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PLAINTIFF'S EXHIBIT No. 2.

^^ Pendleton, Oregon, November 4, 1920.

T. E. Morgan,

Care George Wills and Sons,

206 Broadway,

New York, N. Y.

We will take twenty five thousand stock as agreed

with payments as follows five thousand dollars De-

cember first, five thousand March first, balance on or

before September first Stop Will meet you in

San Francisco and arrange working scheme

H. W. COLLINS." [54]

both of which were received without objection.

Whereupon plaintiff offered in evidence a letter,

dated November 4, 1920, addressed to T. E. Mor-

gan and signed by H. W. Collins, in the following

terms

:

^^ Pendleton, Oregon, Nov. 4, 1920.

Mr. T. E. Morgan,

c/o George Wills & Sons,

206 Broadway,

New York, N. Y.

Dear Tom:
Referring to wires exchanged, which resulted in

my taking $25,000.00 stock in the Morgan Grain

Company, with the understanding that I am to pay
$5,000,00 cash December 1st, $5,000.00 more on

March 1st, and the balance on or before September

1st, 1921. I am hopeful of paying the balance on

the stock before September 1st, and especially so

if you are in need of it.
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(Testimony of A. H. Anderson.)

I am very much pleased to have completed the

arrangement, and fortunately Mr. Thompson was

in Pendleton today when I received your wires, and

after going over the matter with him, it was en-

tirely satisfactory to him. In fact he has been at

all times anxious for me to associate myself with

your new firm.

I will expect you to keep me advised as to when

you want me to meet you in San Francisco, and I

will arrange accordingly.

Yours very truly,

H. W. COLLINS."
which was received without objection.

TESTIMONY OP A. H. ANDERSON, POR
PLAINTIPP.

A. H. ANDERSON, a witness called on behalf

of the plaintiff, testified, in substance, as follows

:

My business is import and export. I am con-

nected with the firm of Anderson, Cameron & Co.

I was connected with the George Wills & Sons, Ltd.,

from 1916 to 1923, and in 1920 held the position of

San Prancisco manager of that firm. The firm

were then general import and export merchants,

shipping, chartering and grain merchants, and very

extensively interested in the importation of grain

into England. I know Mr. H. G. Sibley, who in

1920 was general manager of the United States for

the firm [55] of George Wills & Sons. He was
located in San Prancisco.
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Mr. ANDERSON, continuing, testified: I knew

T. E. Morgan in 1920. He was then engaged in

the grain business as an operator in grain in Cali-

fornia with Albers Bros. I knew H. W. Collins

in 1920. He was then engaged in the grain busi-

ness as a grain operator, buying and selling grain.

I am vice-president of the Morgan Grain Company

and have been such since the 15th of December,

1920. I am familiar with the acts, proceedings and

transactions relative to the organization of the

Morgan Grain Company.

The preliminary negotiations that culminated in

such organization were the following:

^^Q. Will you kindly explain to the Court

and jury or describe the preliminary negotia-

tions that culminated in the organization of

the Morgan Grain Company?
A. Mr. T. E. Morgan, who was at that time

with Messrs. Albers Brothers in San Francisco,

approached Mr. Sibley and myself and sug-

gested that we form a company to be known as

the Morgan Grain Company to operate in bar-

ley in California and in wheat in the Pacific

Northwest, George Wills & Sons, London, tak-

ing stock in the company and becoming the

United Kingdom and Continental agents. He
said that through his country connections he

could provide the barley from California, and

that he believed that Mr. Henry W. Collins

would become a stockholder, and a source of

sui)j)ly of wheat from the Northwest. Mr.
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Sibley and I thought well of the scheme, and

Mr. Sibley left for London to discuss it or lay

it before the London Board of Directors of

George Wills & Sons. George Wills & Sons

cabled to me in San Francisco that they

thought favorably of the plan and for me to

proceed to New York together with Mr. Mor-

gan to meet Mr. Sibley, who was returning to-

gether with Mr. Hale, one of Wills' directors,

to further discuss the entire matter. I w^ent to

New York and met these gentlemen. Mr. Mor-

gan came to Portland and met and discussed

the matter with Mr. Collins before going on to

New York. Mr. Hale suggested, or rather

recommended

—

Mr. RALEY.—I can't just understand the

admissibility of this testimony at this time,

this conversation and what their people had

suggested, in the absence [56] of Mr. Col-

lins, doesn't seem to me to be material.

Mr. RAFPETY.—It is alleged in the com-

plaint and denied by the answer that the sub-

scription of Collins was one of a number of

subscriptions to the capital stock. It is there-

fore necessary and relevant to prove the sub-

scription of George Wills & Company to the

stock at the same time as the subscription of the

defendant Collins. For that reason the testi-

mony is offered.

COURT.—For the purpose of showing con-

sideration for Collins' subscription?
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Mr. RAFFETY.—Exactly.

COURT.—For that purpose go ahead.

A. Mr. Morgan, Mr. Hale, Mr. Sibley, my-

self, Mr. Fahey of the New York office of

George Wills & Son met in New York. Mr.

Hale was of the opinion that we should defer

the formation of the company for twelve

months because of the disrupted business con-

ditions as an aftermath of the war. Mr. Mor-

gan asked that we go ahead; he telegraphed to

Mr. Collins and received a telegram from Mr.

Collins"

—the same telegram dated November 4, 1920,

which has already been put in evidence.

^^A. Mr. Hale instructed Mr. Sibley and my-

self that we could subscribe for the stock of the

Morgan Grain Co. on behalf of George Wills &
Sons, saying that Mr. Collins had subscribed

and that Mr. Morgan had subscribed. I sub-

scribed for stock. Mr. Sibley subscribed for

stock.

Mr. RALEY.—I think the stock subscrip-

tions are the best evidence; not the statement

of this witness as to what was done. It is a

corporation and its official records ought to be

here.

Mr. ANDREWS.—This is merely a collat-

eral question.

COURT.—Ask whether he agreed to take

stock ill the concern; that is all we need about
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it; the corporation was not organized at that

time, so they couldn't subscribe for stock."

Mr. ANDERSON, continuing, testified:

George Wills & Sons then authorized Mr. Sibley

and myself, as representatives of the company in

this country, to subscribe for 1260 shares of the

capital stock of a corporation to be organized and

known as the Morgan Grain Company. [57]

The testimony of Mr. Anderson continued as fol-

lows :

"Q, And did you, at that time, agree to sub-

scribe for ten shares of stock? A. I did.

Q. And did Mr. Sibley agree to subscribe for ten

shares of stock? A. He did.

Q. And did Mr. Morgan agree to subscribe for

stock of the corporation? A. He did.

Q. Was anything said in that conference in New
York relative to how Mr. Collins was going to pay

for this stock ?

A. Just as set forth in his telegram.

Q. Anything said about Mr. Collins desiring to

sell his Seattle office? A. Yes.

Q. What was said?

Mr. RALEY.—We object; it couldn't be binding

on Mr. Collins.

COURT.—Mr. Collins was not present; he would

not be bound by that statement.

Ql. After the New York conference what hap-

pened ?

A. I returned to San Francisco. Mr. Sibley and
Mr. Morgan returned to San Francisco via Chicago.
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Q. Via Chicago, you say?

A. Yes. Met Mr. Grant and Mr. Fahey, grain

operators, there, advised them of the company to

be formed, of the subscriptions received, and these

gentlemen also subscribed for stock."

Counsel for plaintiff then inquired:

'^Do you know how many shares Mr. Grant and

Mr. Fahey subscribed for?

The COURT.—You mean agreed to subscribe

for?

COUNSEL FOR PLAINTIFF.—Yes, agreed to

subscribe for.

A. I don't remember the amount.

COUNSEL FOR PLAINTIFF.—On your re-

turn to San Francisco [58] what was then done

tow^ards the incorporation of the company?

A. A lawyer by the name of H. Arthur Dunn
was employed.

The COURT.—The corporation was organized

after you returned to San Francisco ?

A. Yes, sir.

The COURT.—That is all that is necessary; we

don't care about the details of it."

The witness, continuing, testified:

I was i)resent at a meeting of the directors of the

Morgan Grain Company on December 15, 1920. I

am ramilinr with the minute-book of the Morgan
Grain Company. The minutes which I now read

from the niiiiute-book of the Morgan Grain Com-
pany of the meeting which occurred December 15,



Morgan Grain Company, Inc. 4T

(Testimony of A. H. Anderson.)

1920, are a correct statement of what occurred at

that meeting. (Reading:)

^^The President of the Company announced that

he had received applications for subscriptions to

the capital stock of the company as follows:

George Wills & Sons, Ltd. . . . 1260 shares

T. E. Morgan 625

H. W. Collins 250

G. S. Streeter 140

M. E. Grant 50

J. C. Pahey 25

W. A. Lamson 25

Chester Silcox 30

C. S. Purviance 25

J. W. Williamson 20

J. Ralph Locker 20

H. G. Sibley 10

A. H. Anderson 10

Upon motion of Mr. Anderson, seconded by Mr.

Sibley, it was unanimously voted that the forego-

ing subscriptions be accepted, and it was further re-

solved that for the purpose of providing immediate

funds for conduct of the business, the secretary-

treasurer be instructed to call upon each of the

above parties for the immediate payment of not less

than 20% of the amounts individually subscribed

upon payment of which certificates of stock shall

be issued therefor."

Mr. Collins has made no further payment. I was

present at a meeting of the board of directors on

March 31, 1925. The [59] minutes of said meet-
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ing which I now read are a correct statement of

what occurred. (Reading:)

''On motion of John Baxter, seconded by A. H.

Anderson, it was Resolved that a call be, and is

hereby made for the unpaid balance of the par value

of all the subscribed capital stock of the company,

payable to the treasurer of the company at 560

Sacramento Street, San Francisco, on or before the

4th day of May, 1925, and that the secretary be, and

he is hereby directed forthwith to give notice to the

subscribers to, and holders of, the capital stock of

this company, of such call having been made. On
motion duly seconded, the following resolution was

unanimously adopted: 'Resolved, that in the event

that any subscriber for, or holder of, this corpora-

tion stock, shall fail to pay the call this day made

when due, that the officers of this company be and

they are hereby authorized to employ counsel and

bring legal action to collect the amount due.'

There being no further business, the meeting ad-

journed."

After these resolutions were adopted, notices

were sent out immediately to the stockholders—

I

should say subscribers. Under the resolution

ado})ted at the meeting of December 20th, provid-

ing that as an installment was paid on account of

his subscription, a certificate of stock should be is-

sued to the subscriber to the amount that he paid

in on his subscription. If Wills subscribed for a

thousand shares and paid 20%, or $20,000.00, they

would receive a certificate for the number of shares
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$20,000.00' would represent. That was done with

all the stockholders. Mr. Collins paid in $5,000.00,

$3,500.00 by himself and $1,500.00 by Wills. Mr.

Collins received a certificate for 50 shares. George

Wills & Sons had subscribed for 1,260 shares.

They paid 20% of their subscription and received

a certificate of stock at that time for 20% of 1,260

shares. The same is true of all the other sub-

scribers, but some subscribers paid more than the

amount called and received certificates for a greater

amount.

^'Mr. ANDREWS.—It is admitted, your Honor,

in the answer, that prior to the commencement of

this action, a certificate for 200 shares of the capi-

tal stock of [60] the Morgan Grain Co. was ten-

dered to the defendant, and that he refused to ac-

cept it, or to pay the balance due. That is all as far

as this witness is concerned."

On cross-examination the witness further testi-

fied that the company made one call prior to the

call of 1925 but not for the full amount; that the

witness did not think he wrote Mr. Collins several

letters making demand upon him to make another

payment. In answer to the question:

^'Did you receive any letters from Mr. Collins in

answer to these calls that were made prior to this

timef"—the witness replied:

^^A good deal of correspondence passed between

Mr. Collins and the company."

The cross-examination continued as follows:
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^'Q. What was the nature of that correspondence

with reference to these calls and the answer to it?

A. I beg your pardon?

Q. What was the nature of the answers that

came back when you made these calls and demands ?

Mr. ANDREWS.—We have the letters; I think

they will be the best evidence rather than to ask

the witness his opinion what is in the letters. If

you wish the letters we can put them in evidence.

Col. EALEY.—We will consent that all the cor-

respondence between these parties may go in evi-

dence.

Mr. ANDREWS.—If your Honor please, we ad-

mit that Mr. Collins refused to pay the subscrip-

tion on the calls that were put to him. Now if

you want to put the letters in showing that he re-

fused to pay them, they are here. We think they

are incompetent, irrelevant and immaterial.

Col. RALEY.—Very well; we will put the letters

in at the proper time."

Counsel for plaintiff then, after argument, of-

fered in evidence the case of Lake Ontario, Auburn

& N. Y. Ry. Co. vs. [61] Mason, found in Vol.

16, N. Y. Rep., at page 451, which was received

without objection and marked Plaintiff's Exhibit

4. It was understood that the particular volume,

namely. Vol. 16 of N. Y. Rep., might be withdrawn

and that any Vol. 16 of the N. Y. Rep., on page

451, could be used. Plaintiff then rested its open-

ing case.
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TESTIMONY OF H. W. COLLINS, IN HIS
OWN BEHALF.

Defendant COLLINS, called on his own behalf,

in reply to questions put to him by his counsel, Mr.

J. H. Raley, testified that he had lived in Pendle-

ton, Oregon, for twenty-one years; that he knew

a corporation called the Morgan Grain Co.; that

he became acquainted with T. E. Morgan about

1915; he had dealings with him during the year

1920 with reference to a subscription or probable

subscription to a corporation to be formed; that

the origination of these dealings and what brought

about the telegram which had been offered in evi-

dence was that Morgan proposed to form the Mor-

gan Grain Company, and witness told him he

would take $25,000.00 stock in the Morgan Grain

Company; witness never had any correspondence

with George Wills & Co. with reference to taking

their stock, and he informed Mr. Morgan that he

would take the shares aforesaid by the telegram

and letter previously introduced in evidence, which

bore the correct date, November 4, 1920; that after

sending the telegrams he next saw Mr. Morgan in

San Francisco on the 26th of November, 1920, when

he went to lunch with Sibley and Morgan at the

Fairmont Hotel. Sibley was the representative of

George Wills & Sons in the United States. No one

besides Morgan at any time solicited witness to sub-

scribe for the stock prior to the time that he sub-

scribed for it. Whereupon counsel asked:
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^'Did you have any conversation with Morgan on

the 26th of November at lunch? He and you and

Mr. Sibley being there at [62] that time—with

reference to this subscription?" To which witness

answered ^^Yes." Counsel then inquired:

^^What was said at that time between you and

Mr. Morgan, Mr. Sibley being present, with refer-

ence to this subscription?"

Counsel for plaintiif objected to the question on

the ground that if the testimony as offered was of-

fered to prove revocation of the subscription on

November 26, 1920, it w^as not admissible because

it was an attempt by parol evidence to modify and

change a written contract of subscription previ-

ously introduced, which defendant had admitted

was a contract of subscription; it was an attempt

to modify an agreement calling for a subscription

of 250 shares and reduce it to a subscription for 50

shares; it was not admissible because it is not and

was not in the power of defendant to revoke or

modify the contract of subscription because there

was a consideration for the agreement, other sub-

scribers having subscribed for the stock of the cor-

poration relying upon the subscription of defend-

ant, and that mutual consideration made a contract

between him and the other subscribers, so that he

had no j)ower by his own act or volition to change

his status without the unanimous consent of the

other stockholders.

After further argument the following colloquy
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then ensued between counsel for plaintiff and the

Court

:

^^COURT.—In the New York case, was that a

case of two or more people associating together for

the purpose of forming a corporation?

Mr. ANDREWS.—Yes, your Honor.

COURT.—Each had knowledge of the acts of the

other ?

Mr. ANDREWS.—Yes.

COURT.—No evidence up to this time that Mr.

Collins had any notice or knowledge these other

people were going to subscribe or had subscribed?

Mr. ANDREWS.—No, but the evidence does

show that Mr. Morgan had been to Portland and

discussed this matter with Mr. Collins there, and

that Mr. Morgan [63] telegraphed to Mr. Collins

asking him what he was going to do.

COURT.—No evidence of that kind. No one has

testified to anything of that kind. Nobody has tes-

tified that Morgan discussed the details of this with

Mr. Collins.

Mr. ANDREWS.—No, but he did testify that

Morgan sent a telegram to Mr. Collins and that Mr.

Collins replied. And also testimony that Mr. Mor-

gan—and this gentleman has just testified that Mr.

Morgan discussed w^ith him, Mr. Collins, the mat-

ter of organizing this corporation and getting all

of tiiese parties into it.

COURT.—I don't understand Mr. Collins said or

there was any testimony he would get these other

parties in the corporation. He may have testified.
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Mr. ANDREWS.—I may be wrong, but that was

my understanding." * * *

COURT.—''You might just as well argue that

question now, because it is the vital one in the

case.''

Whereupon, after argument of counsel, the Court

gave his opinion, as foUow^s:

''COURT.—The question submitted just at the

adjournment is an important one, and I regret that

the Court has not had an opportunity and does not

have an opportunity to examine it with the care

that it deserves. The authorities seem to be in

hopeless conflict, one line of decision holding that

a subscription, or an agreement to take stock in a

corporation to be thereafter formed, is in the na-

ture of a mere offer, and may be withdrawn at any

time before the formation of the corporation. The

other line of ca^es, apparently with equal respecta-

bility, hold in effect that such a subscription is a

conditional contract or agreement Avith every other

person who may subscribe and which may not be

withdrawn without the consent of all the parties.

I am inclined, as at present advised, to feel that

the latter rule is the better rule, because otherwise

it would open the door to fraud and deceit. If the

promoter of a proposed corporation can solicit sub-

scriptions or contract for stock in that corporation,

and then some of the subscribers may withdraw be-

fore the corporation is formed, it will be readily

perceived that the others would be required and

compelled to enter into a contract or agreement

that they never contemplated.
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But whatever the true rule may be, or whatever

the final conclusion of the courts may be, it seems

to me that this case is governed by the New York

and California doctrine. The contract in suit was

made by wire and letter to New York, and its

[64] attempted withdrawal was made in Cali-

fornia. The Courts of each of these states have

held that one who subscribes or agrees to subscribe

to the capital stock of a corporation thereafter to

be formed may not withdraw his subscription with-

out consent of the other subscribers, and that doc-

trine, it seems to me, should govern in this case, in

view of the facts in the case, and, for that reason,

and in that view, the objection will be sustained.

Col. RALEY.—At this time I would like to take

the testimony of this witness over the ruling of the

Court in order that we may have our record.

COURT.—I don't think there is any objection to

that.''

Whereupon counsel for defendant made the fol-

lowing offer of proof, and asked and was allowed

exceptions as follows:

^^The witness Collins being upon the stand, and

the question being propounded to him, 'What was

said at that time between you and Mr. Morgan, Mr.

Sibley being present, with reference to this sub-

scription'?' Counsel now offers and says that if the

witness were permitted to testify, he would answer

and say:

That at the Fairmont Hotel on the 26th day of
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November, 1920, the defendant and T. E. Morgan

and H. G. Sibley, being present, the defendant Col-

lins said to T. E. Morgan, that he had come down

to see him, and felt that he must cancel his subscrip-

tion to the stock in the Morgan Grain Co. That

thereupon T. E. Morgan said to him in substance,

'If you cannot take it all, will you take $5,000.00.'

Collins replied to that and said, 'Yes, if you will

agree to the cancellation of the subscription from

$25,000 down to $5,000, I will take $5,000 and pay

for it as soon as the call is made for it.' That

thereupon, Morgan said, 'That is perfectly agree-

able; we will cancel your subscription down to $5,-

000, and when we make a call you can pay the $5,-

000 in cash.' That is all.

COURT.—Have you any other testimony^

Col. RALEY.—We have no other.

COURT.—Then I suppose the only thing to do is

to direct a verdict?

Col. RALEY.—Counsel suggests it is necessary

to take an exception.

COURT.—Yes, an exception to the ruling and

objection to the offer of testimony.

"Witness excused. [65]

COURT.—What is the amount of the verdict?

Mr. ANDREWS.—$20,000. The verdict we are

asking for is the balance of the subscription, $20,-

000 with interest at the rate of 6% per annum on

the payment of $5,000 which was payable under the

terms of the contract on March 1, 1921, and interest
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at 6% on $15,00 ($15,000) from Sept. 1st, 1921,

when the balance of $15,000 was payable under the

contract.

Verdict prepared and signed.

Col. EALEY.—I want to take an exception to the

allowance of any interest at all upon this kind of a

contract.

COURT.—Very well." [66]

CERTIFICATE OF JUDGE TO BILL OF EX-
CEPTIONS.

I, ROBERT S. BEAN, Judge of the District

Court of the United States for the District of Ore-

gon, before whom the above-entitled cause was

tried, hereby certify that on this day of ,

1926, and within the time allowed by the order of

this Court, the above and foregoing bill of excep-

tions was duly filed and tendered, and the same has

been duly examined by the Court and covmsel, after

due notice to counsel for the plaintiff, and the same

is hereby settled, allowed and approved as the bill

of exceptions in this action, and the same is ordered

to be filed and made a part of the records herein.

IT IS FURTHER CERTIFIED that said bill

of exceptions contains all of the testimony and evi-

dence produced and offered at and during the trial

of said cause pertaining and relevant to the ques-

tions presented in this appeal, all of the rulings of

the Court as to the law of the case and the admis-

sion and rejection of evidence and all the directions
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given by the Court to the jury pertaining and rele-

vant thereto.

R. S. BEAN,
District Judge.

Service of the within bill of exceptions by certi-

fied copy, at Portland, Oregon, is hereby admitted

this 29 day of July, 1926.

HARRY L. RAFFETY,
Of Attorneys for Plaintiff.

Filed July 30, 1926. [67]

CERTIFICATE OF CLERK U. S. DISTRICT
COURT TO TRANSCRIPT OF RECORD.

United States of America,

District of Oregon,—ss.

I, G. H. Marsh, Clerk of the District Court of the

United States for the District of Oregon, pursuant

to the annexed writ of error and in obedience

thereto, do hereby certify that the foregoing pages,

numbered from three to sixty-seven, inclusive, con-

stitute the transcript of record upon said writ of

error in a case in said court in which Morgan Grain

Company, Inc., a corporation, is plaintiff and de-

fendant in error, and H. W. Collins is defendant

and plaintiff in error; that the said transcript has

been prepared by me in accordance with the prae-

cipe for transcript filed by said plaintiff in error,

and is a full, true and complete transcript of the

record and proceedings had in said court in said
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cause, as the same appear of record and on file at

my office and in my custody.

I further certify that the cost of the foregoing

transcript is $9.95, and that the same has been paid

by the said plaintiff in error.

In testimony whereof I have hereunto set my
hand and affixed the seal of said court, at Portland,

in said district, this 6th day of August, 1926.

[Seal] G. H. MARSH,
Clerk. [68]

[Endorsed] : No. 4933. United States Circuit

Court of Appeals for the Ninth Circuit. H. W.
Collins, Plaintiff in Error, vs. Morgan Grain Com-

pany, Inc., a Corporation, Defendant in Error.

Transcript of Record. Upon Writ of Error to the

United States District Court of the District of Ore-

gon.

Piled August 12, 1926.

P. D. MONCKTON,
Clerk of the United States Circuit Court of Ap-

peals for the Ninth Circuit.

By Paul P. O'Brien,

Deputy Clerk.
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made on November 26, 1920, was fully exe-

cuted and that therefore Section 1698 of

the Civil Code was fully complied with. . 38

(5) The new agreement was supported by ample

consideration 40

Conclusion: Considerations of justice forbid a recovery by

plaintiff 41
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No. 4933

[N THE

United States Circuit Court of Appeals

For the Ninth Circuit

H. W. Collins,

Plaintiff in Error

^

vs.

Morgan Grain Company^ Inc.

(a corporation),

Defendant in Error.

REPLY BRIEF FOR PLAINTIFF IN ERROR.

Upon Writ of Error to the United States District Court

For the District of Oregon.

INTRODUCTION.

The facts of the case were fully stated upon the

oral argument. It may be helpful, however, before

discussing the points of law relied on by defendant in

error, to remind the court

(1) that the only offer of subscription which

Collins made was in the form of a telegram and

confirmatory letter, addressed to Morgan only;

(2) that Collins had no dealings whatever with

any subscriber other than Morgan;

(3) that Collins was not present at the New
York meeting of November 4, 1920, and, as far

as appears, knew nothing of what occurred at
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that meeting and knew nothing of any subscrip-

tion or offer to subscribe other than his own;

(4) that "ffft^ai the conversation of November

26, 1920 (evidence of which was excluded by the

trial court) which, we claim had the effect of re-

voking the offer, was had prior to the formation

of the corporation.

The position of plaintiff in error is that, under the

facts disclosed by the record, Collins made no engage-

ment or contract with the other persons who offered

to subscribe; that the only effect of his telegram and

confirmatory letter was to make an offer which the

corporation, upon being formed, might accept or re-

ject; and that prior to the formation of the corpora-

tion the offer might have been and was withdrawn.

I.

A SUFFICIENT EXCEPTION WAS TAKEN TO THE RULING
OF THE TRIAL COURT.

Defendant in error contends that no sufficient ex-

ception was taken in the trial court. The eiTor upon

which we rely consists of the exclusion of evidence

of the conversation of November 26, 1920. The record

shows that the witness Collins was asked:

^^What was said at that time between you and
Mr. .Morgan, Mr. Sibley being present, with refer-

ence to this subscription?" (Trans, p. 52.)

To this question counsel for plaintiff object(Hl; and

there ensued considerable argument and discussion of

tlu* evidence and of the question of law involved.



After adjournment the court delivered an opinion of

considerable length discussing the very questions

raised by this writ of error and holding the evidence

not to be admissible (Trans, pp. 54, 55). Counsel for

defendant thereupon stated:

^^At this time I would like to take the testi-

mony of this witness over the ruling of the court
in order that we may have our record/' (Trans,

p. 55.)

The court acquiesced in the suggestion that proper

steps should be taken in order that the defendant

'^ might have a record", saying:

^'I don't think there is any objection to that.''

(Trans, p. 55.)

The record then proceeds as follows:

'^Whereupon counsel for defendant made the

following offer of proof, and asked and was al-

lowed exceptions as follows:

'^The witness Collins being upon the stand, and
the question being propounded to him, /What was
said at that time between you and Mr. Morgan,
Mr. Sibley being present, with reference to this

subscription?' Counsel now offers and says that
if the witness were permitted to testify, he would
answer and say:

''That at the Fairmont Hotel on the 26th day
of November, 1920, the defendant and T. E. Mor-
gan and H. G. Sibley, being present, the defend-
ant Collins said to T. E. Morgan, that he had
come down to see him, and felt that he must can-
cel his subscription to the stock in the Morgan
Grain Co. That thereupon T. E. Morgan said to

him in substance, 'If you cannot take it all, will

you take $5,000.00'. Collins replied to that and
said, 'Yes, if you will agree to the cancellation of
the subscription from $25,000 down to $5,000, I
will take $5,000 and pay for it as soon as the



call is made for it.' That thereupon, Morgan
said, ^That is perfectly agreeable; we will cancel

your subscription down to $5,000, and when we
make a call you can pay the $5,000 in cash. ' That
is all.

CouKT. Have you any other testimony?
Col. Raley. We have no other.

Court. Then I suppose the only thing to do is

to direct a verdict?

Col. Raley. Counsel suggests it is necessary

to take an exception.

Court. Yes, mi exception to the nding and
objection to the offer of testimony."

(Trans, pp. 55, 56.)

Can there be any reasonable question, in view of the

foregoing proceedings, that counsel for defendant de-

sired and intended to take an exception to the court's

ruling; and can there be any doubt that the court so

understood the situation and intended to allow such

an exception? No particular formula is necessary in

order that an exception to a ruling should appear of

record. All that is necessary is that in some manner

the court be apprised of the fact that the party against

whom the ruling is made protests against it. In the

present case, if the situation be considered with the

utmost technicality and formality, the showing of the

exception is amx)le. To hold otherwise would be to

sacrifice the substantial rights of a party to a shadowy

and shady technicality.

Even if the exception had been far less formal than

it was, it would have sufficed in the present condition

of the law. By amendment of February 26, 1919, to

Section 269 of the Judicial Code, it is provided:



"On the hearing of any appeal, certiorari, writ
of error, or motion for a new trial, in any case,

civil or criminal, the court shall give judgment
after an examination of the entire record before
the court, without regard to technical errors, de-
fects, or exceptions which do not affect the sub-
stantial rights of the parties."

U. S. Compiled Statutes, Sec. 1246.

40 Stat, at Large 1181.

This statute was intended to prevent the failure of

an appeal or writ of error where the appellant and

plaintiff in error had been guilty of some technical

slip, not involving the substantial rights of his oppo-

nent. It was applied to a case where an erroneous

method of appeal had been adopted in the case oi'

Literty Oil Co. v, Condon National Bank, 260 U. S.

235, 67 L. Ed. 232. See also August v. U. S., 247

Fed. 388.

But it is not necessary in the present case to specu-

late as to whether or not this statute had the effect

of dispensing with a formal exception or protest to a

ruling complained of. Even if the statute has no

application whatever to the instant case, the exception

actuallv taken was sufficient.

II.

THE QUESTION IS NOT GOVERNED BY EITHER THE NEW
YORK OR THE CALIFORNIA DECISIONS.

The brief of defendant in error proceeds on the

assumption that the questions at issue between the

parties are governed either by the law of New York
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or by the law of California. It is claimed that the

law of New York controls because, it is said, the

alleged contract of subscription was made in that

state. But Collins entered into no engagement what-

ever in New York. He was not present at the New
York meeting of November 4th ; as far as appears, he

didn't even know that the meeting was being held.

As the trial judge properly held, "he would not be

bound'' by any statement made at this meeting.

(Trans, p. 45.) The only dealings which Collins had

were with Morgan; and if they resulted in any con-

tract (which we deny), that contract was the result of

the telegram sent by Mr. Morgan to Mr. Collins

(Trans, p. 44), in answer to which Mr. Collins dis-

patched his telegram on November 4, 1920. (Trans.

p. 40.) This is the theory of counsel for defendant in

error, as expressed on the oral argument. It is ele-

mentary that where a contract is the result of tele-

grams of offer and acceptance, it is complete at the

moment when the telegram of acceptance is dis-

patched. In this case, therefore, if any contract at all

was reached, it came into existence when Collins dis-

patched his telegram of acceptance on November 4,

1920. This act occurred in Oregon and, if any con-

tract whatever was made thereby, it was made in

Oregon and the Oregon law would apply if opposing

counsel is correct in his claim that the lex loci oon-

trachis controls.

'But the assumption that the Federal courts would

be bound by the decisions of the state in which the

alleged agreement was made is unsound. If any local

law applies, it is tlu^ law of the state of incorporation.



This state, and not the state where the incorporators

happen to sign the articles, is the place of perform-

ance contemplated by the parties.

In the case of Nashua Savings Bank v. Anglo

American Company, 189 U. S. 221, it is held (quoting

from the syllabus) :

"By subscribing to the stock in a foreign cor-

poration, the subscriber subjects himself to the

laws of such foreign country in respect to the

powers and obligations of such corporation."

At 14 Corpus Juris, page 535, it is said

:

"Subscriptions to the stock in a corporation

are construed, and the rights and liabilities of the

parties determined, according to the law of the

domicile of the corporation, it being a reasonable

imputation that the parties intended to be gov-

erned by that law.''

But irrespective of the law of any particular juris-

diction, the question of the effect of an offer to sub-

scribe for stock in a foreign corporation thereafter to

be formed, is a question of general law, which is in no

wise dependent upon local statutes, nor upon any local

rule of property. On such questions, the Federal

courts are not bound by local decisions. The general

rule is stated as follows in Corpus Juris:

"If a question depends upon principles of gen-
eral jurisprudence, or rests upon general or com-
mercial law, the Federal courts will decide for

themselves and are not bomid by state decisions.
'

'

25 Corpus Juris 846.

This principle is of course familiar to the court and

is supported by a multitude of decisions. It applies to
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the relations between corporations and their stock-

holders as well as to other questions of general com-

mercial law.

In Converse v. Hears, 162 Fed. 767, the court, in

'discussing the question of liability of stockholders of

a corporation, held that it was not controlled by local

decisions but should decide the case on its own con-

ception of the general principles of law.

III.

THE AUTHORITIES UPON THE RIGHT TO WITHDRAW A
PROPOSAL TO SUBSCRIBE FOR STOCK IN A CORPORA-
TION TO BE FORMED.

Cases Where the Offer Was Not Revoked and Where the

Corporation Was Allowed to Accept and Sue, Must Be

Distinguished.

The brief of the defendant in error, in discussing

the condition of the authorities, is extremely confus-

ing, because it fails to distinguish between two entii'O-

\y different problems. One of these problems (which

is not in any way involved in the present case) is

whether, if a person makes a proposal to subscribe for

stock in a corporation not yet formed, and the pro-

posal is never revoked or tvithdrawn, the corporation

thereafter' formed can accept the proposal and l)ring

suit as upon a contract. On this subject there is

some diversity of judicial opinion. Some cases pro-

ceed on the groimd that the corporation, not having

been in existence at the time of the original proposal,

cannot accept or sue upon it. But it is usually

held to the contrary; that is to say, it is usually held



that the proposal is in the same class with other

proposals to contract made to a promotor before in-

corporation ; that it constitutes an offer which the cor-

poration may accept or reject, and that if it accepts, a

contract is then created upon which the corporation

may bring suit. Let it be said here and now that the

rule thus established by the weight of authority is not

questioned by us in the present case. We freely con-

cede, for the purpose of argument, that a corporation

may accept an tvnrevoked pre-incorporation proposal

to subscribe ; and we do not urge any consideration of

the cases which hold to the contrary. This concession,

we believe, will dispose of most of the authorities

cited on the main question in the brief of defendant

in error.

The Text Writers Agree That the Overwhelming Weight of

Authority Allows An Offer to Subscribe to Be Withdrawn
at Any Time Before Incorporation.

An entirely different problem, and the one which is

presented in the present case, is whether the revocation

of a proposal to subscribe, made before the incorpora-

tion of the company, will preclude its acceptance and

suit thereon. On this question there is little differ-

ence of opinion in the authorities. They are practi-

cally unanimous to the effect that up to the moment
of acceptance, and certainly up to the moment of in-

corporation, the proposal to subscribe may be with-

drawn. The rule is stated as follows at 14 Corpus

Juris, page 524:

"Since there is, prior to acceptance, no consid-
eration or mutuality, as between the subscriber
and the corporation, the general rule is that a
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subscription for stock which constitutes a mere
offer to the corporation to be accepted by it,

whether made before or after incorporation, or an
offer to purchase stock, may, like any other offer

to contract, be revoked or withdrawn at any time
before the corporation is formed, or before the

offer is accepted, so as to be no longer open to

acceptance, if the fact of such revocation or with-

drawal is communicated before acceptance."

On this question of law the text writers agree. In

MacJien on Corporations, Section 249, the rule is stated

as follows:

"The third and last class of agreements to take

shares comprises agreements made with or be-

tween promoters prior to the incorporation of the

company otherwise than by subscribing the incor-

poration paper. Agreements of this sort differ

from agreements made by signing the incorpora-

tion paper in that they are not so clearly or

necessarily part of the statutory scheme for the

organization of the corporation. If they are to

be governed by the general principles of the law
of contracts, the company upon attaining cor-

porate existence has no right to enforce them
unless they first be adopted or accepted by it. To
be sure it is sometimes thought that the principle

prevailing in some of the United States, which
permits the beneficiary of a contract to which he

is a stranger to maintain an action thereon, is

broad enough to entitle the corporation to enforce

a promise made to its promoters to take shares of

its capital stock. But the corporation, while uii-

doubtc^dly deriving benefit from the contract, is

certainly not the sole beneficiary thereof, since the

other shareholders and promoters have a great in-

terest in its eirforcement; and the better view is

that the corporation has no light to enforce such

a contract. Like other contracts made by pro-

moters on behalf of a corporation to bc^ subse-
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quently organized, such an agreement may mi-
doubtedly operate as an offer which the company
when incorporated may accept; but if this be its

only operation as regards the corporation, it is

revocable by the subscriber so far as the corpora-
tion is concerned at any time before the company
is incorporated and accepts the offer. In Eng-
land, there seems to be no doubt that this is the
law with respect to corporations formed under
the Companies Acts; and the same rule is sup-
ported by the weight of authority in the United
States. The right of revocation exists although
the subscription is under seal, so that lack of con-
sideration would be no defence. Withdrawal is

allowed not only because the subscriber's promise
is without consideration, but also for the more
fundamental reason that there is no promisee in

existence. The retraction may give a right of
action to the other promoters with whom the
agreement was made, if a contract inter sese was
intended; but this right of an action of the pro-
moters or co-subscribers does not inure to the
benefit of the corporation. The withdrawal need
not be conununicated to all the promoters or co-

subscribers, but is complete upon communication
to the chief officer of the preliminary organiza-
tion preparatory to incorporation. According to

the principle that the antc^-incorporation agree-
ment operates only as an offer, the company upon
its incorporation is not bound to allot the shares
in accordance therewith."

In Cook on Corporations the law upon the subject

is summarized in the language of Professor Collin of

the Cornell Law School as follows

:

"The following propositions are given as the
substantially liarmonious net results of much con-
fusion in cases and textbooks. Rambling remarks
may be found contrary to each proposition, but
very few reported cases have been decided con-
trary to any one of these propositions upon the
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facts coming within it, and I believe every propo-
sition can be sustained in any state or federal

court

:

(a) A preliminary agreement to form a cor-

poration and take stock therein is not a contract

by the subscribers with each other, and cannot be

enforced by one or more against any other, but
only by the corporation.

(b) Such an agreement, not made as a step

authorized by statute in the process of forming
the corporation, is a mere offer to the corporation
not yet in existence, and is revocable by any sub-

scriber until the birth of the corporation, which
operates as an acceptance of the offer, and there-

after the subscription, if not previously revoked,

is irrevocable and may be enforced by the cor-

poration.

(c) Such an agreement, made as a step

authorized by statute in the process of forming a

corporation, is made valid by the statute, and is

binding upon each subscriber from the time of

signing, and is irrevocable thereafter, but can be

enforced only by the corporation.

(d) An agreement to pay money to trustees, to

be by them paid to a corporation thereafter to be

created, the trustees to return to the subscribers

stock in the corporation accordingly, is a valid

contract between the subscribers and the trustees.

(e) The distinction made between a present
subscription and an agreement to subscribe to the

stock of a corporation thereafter to be created is

unsound in principle, and disappears as more
dicta upon a thorough sifting of the cases.

(f ) The damages recoverable by. the corpora-

tion upon a subscription is the amount of the sub-

scription; and all discussion of any other measure
of damages, such as difference between par and
market value of stock subscribed, arises from a

misconception of the situation, and disappears
from the net result of the authorities."

Cook on Corporations, sec. 75.
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Professor Williston, in his authoritative treatise on

Contracts, states the law as follows:

"Subscriptions to stock in corporations involve
no different principles from other business sub-
scriptions. The subscriber promises his payment
in return for the promise of the corporation to
give him stock. The form in which the subscrip-
tion is made is immaterial. Any facts showing
actual assent will constitute a contract. Until the
contract of subscription is completed by accep-
tance, the subscriber may withdraw. Frequently
subscriptions are made to the stock of corpora-
tions before the corporation is organized. It is

then impossible to make a bilateral contract with
the corporation, and, consequently, the subscrip-

tion remains a mere offer until the corporation is

organized and accepts the subscription."

Williston on Contracts, § 118.

The question under discussion is treated in a com-

prehensive note at 16 American & English Annotated

Cases, 532. The result of authorities is summarized as

follows

:

^'The weight of authority supports the rule

that a subscription to the stock of a company not
yet incorporated, is a mere proposition or offer

which does not talie effect as a contract, because
the contemplated party to the contract, on the

other side, is not yet in existence, and therefore
such a subscription may be withdrawn at any
time before the incorporation of the company."

In a supplementary note at Annotated Cases 1915 C,

1113, it is said:

''The reported case is in accord with the great

weight of authority in holding that, in the absence
of a special agreement to the contrary supported
by the valuable consideration, a subscription to

the capital stock of a corporation to be organized
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may be withdrawn by the subscriber at any time

before the incorporation. Though there is some
authority to the contrary, such holding would
seem to result inevitably from the application of

the elementary rule as to the necessity of mu-
tuality of contract."

In the recent decision of Canyon Creek Elevator Co.

V, Allison, 165 Pac. 753, the law is stated as follows

:

, "The general rule is that an unconditional sub-

scription is a continuing offer until the proposed
corporation is formed. It becomes irrevocable

only when it has been acted upon. This, however,

is necessary in order to bind the subscriber, and
until the corporation is formed he is at liberty at

any time to withdraw. Deschamps v. Loiselle, 50

Mont. 565, 148 Pac. 335."

Statement of Decisions on Right to Withdraw Offer of Sub-

scription.

It will be of little assistance to the court to say that

there is ^^ confusion" or ^^ conflict" in the authorities

without indicating the precise point as to which the

'' confusion" exists. We have read every available

decision on the revocability of an offer to subscribe to

the stock of a corporation not yet formed; and as

the result of oui* study of the authorities, we are con-

vinced that the courts are substantially agreed on the

proper rule to be applied to any given situation.

There are, it is true, some dicta which seem to indicate

a contrariety of opinion on the general subJcH't; but

the apparent lack of harmony almost eutirely disap-

pears when the actual decisions arc analyzed.

In our statement of th(^ effect of the decisions we

have, therefore, disregarded thosc^ easels where (a)
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there was no attempt to revoke the offer of subscrip-

tion or (b) there was a good defense to the recovery

on the subscription apart from any attempted revoca-

tion. In either of these situations any discussion of

the revocability of the offer would be wholly immate-

rial.

The decisions upon the question of revocability are

as follows:

I. Subscription list cases. These cases present the

usual situation where the proposed stockholders have

joined in signing a document declaring that they sub-

scribe for a specified number of shares of stock in a

corporation to be formed. The usual language is

''We, the undersigned, do hereby subscribe for the

number of shares set after our respective names in a

corporation to be known as

and to be formed for" certain specific purposes. The

same question is presented where the subscribers,

instead of all signing a single document, sign comiter-

parts in identical form and language, except as to

the number of shares subscribed, each subscriber

knowing of the existence of the counterparts. This

class of cases may be described as the ''Subscription

hist cases''. In this situation the decisions on the

question of revocability are as follows:

(a) Decisions allowing the subscriber to withdraw

l^efore incorporation:

Planters Packett Co, v. Well, 156 Ala. 551,

46 So. 977, 16 A. & E. Ann. Cas. 529 (1908) ;

JTtidson Real Estate Co. v. Tower, 30 N. E. 465,

156 Mass. 82 (1892) ;
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Bryant's Pond Steam Mill Co. v. Felt, 87 Me.

234, 33 L. R. A. 593, 32 Atl. 888 (1895) ;

Muncy Traction Engine Co. v. Be La Green,

13 Atl. 747, 743 P. St. 269 (1888) ;

Richelieu Hotel Co. v. International Military

Co., 29 N. E. 1044, 154 111. 261, 33 Am. St.

Rep. 234 (but held accepted before revoked),

(1892)

;

Plank's Tavern Co. v. Burkhard, 87 Mich. 182,

49 N. W. 562 (1891) ;

Wallace v. Townsend, 43 Ohio St. 537, 3 N. E.

601, 54 Am. Rep. 829 (1895) ;

Elliott V. AsJihy, 104 Va. 716, 52 S. E. 383

(1905)

;

Patty V. Hillsboro Roller Mill Co., 23 S. W. 336,

4 Tex. Civil. App. 224 (1893) ;

Vermilion Sugar Co. v. Valley, 134 La. 661,

64 So. 670, Ami. Cas. 1916 A, 695 (1914)

;

Goff V. Winchester College, 6 Bush (Iw.) 443

(1869).

(b) Decisions holding that the subscriber cannot

withdraw

:

Johnson v. Wabash cfe 3It. Vernon Co., 16 Ind.

389 (1861) ;

Cravens v. Eagle Cotton Mills Co., 21 N. E.

981, 120 Ind. 6, 16 Am. St. Rep. 298 (1889).

The case of Chicago Building <& Manufacturing Co.

V. Peterson, 133' Ky. 596, 118 S. W. 384 (1909) mi-lit

seem to support the exceptional view of the Indiana

court ; but it does not, for in that case a contract had

been made with an already existing corporation to

organize a new one. The point imder consideration

was not discussed.
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In this connection may be cited cases where the

proposal to subscribe was not made with as much
formality as in the subscription list cases, or where

the form of the proposal does not appear from the

opinion. In such cases the subscriber has uniformly

been allowed to withdraw before incorporation.

Wright v. Merchants Packet Co., 104 Miss. 507,

61 So. 550, Ann. Cas. 1915 C, 111 (1913)

(promoter put name on list with amount

blank)
;

Auburn Bolt & Nut Works v. Schultz, 22 Atl.

904, 143 Pa. St. 256 (1891) (form of sub-

scription does not appear).

II. Articles of Incorporation cases. In these cases

the persons who propose to take stock in the future

corporation execute a paper whose filing is one of the

steps in the formation of the corporation. Thus, the

subscribers may have signed the articles of incorpora-

tion required by statute, or some formal agreement of

subscription required to be filed as one of the statutory

steps in the incorporation. Some courts have attached

particularly binding force to the execution of such a

document, even though the corporate organization was

not at the time complete. On this point the decisions

are as follows:

(a) Cases where the subscriber was allowed to

withdraw^

:

Greenbrier Industrial Exposition v. Rodes, 37

W. Va. 738, 17 S. E. 305 (1893) (Articles of

Incorporation signed but not acknowledged)
;

Burt V. Farrar, 24 Barbour 518 (1857) (Ar-

ticles signed but not filed).
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(b) Where the subscriber was denied the right

to withdraw

:

Lake Ontario R. Co, v. Mason, 16 N. Y. 451

(1857) (Statutory incorporation papers

signed).

III. Formal Mutual Contract Cases, In a few

reported cases the proposed stockholders have entered

into a formal contract, each with the others, by which

each has promised, in consideration of the promises

of the others, to pay a definite sum for the purchase

of stock. These sums are usually made payable to a

trustee, although sometimes it is provided that the

payments shall be made to an officer of the future

corporation or to the corporation itself. Mutual agree-

ments of this sort are entirely different in character

from the subscription list already referred to. In

these mutual agreements, the powers and purposes

of the proposed corporation and its stock structure

are specified in detail and it is provided, in one form

or another, that each promise is made in consideration

of the others. An ilhistration of this class of cases

is West V. Crawfordy 80 Cal. 19, where the trustee

selected by the contracting parties was allowed to

maintain suit. As the court said in that case,

^^They, (the signers) contract to pay a sum of

money to a third partv and not to the corporation
* "^ ". The parties nmtually agreed with each
other, that is, with those who signed the contract,

to pay a certain sum of money to the plaintiff*."

Whatever doubts may exist as to the binding and

irrevocable character of a mutual contract thus clearly

expressed, and as to whether the corporation (as
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distinguished from the trustee or the contracting

parties), may sue thereon, it is not necessary, in the

present case, to question the validity of such an agree-

ment. As was said in the leading case of Brycmt's

Pond Steam Mill Co, v. Felt, 87 Me. 234, 32 Atl. 888,
* 'subscription contracts may be so worded as to

create binding contracts between the subscribers them-

selves".

We shall not burden the court with quotations from

the cases cited above. To do so would unnecessarily

lengthen this brief. The subscription list cases pro-

ceed on the theory that the signature to such a list is

merely a continuing offer to the corporation which

the latter, upon its formation, may either accept or

reject, and which the subscriber may withdraw at any

time before acceptance. The signature to such a sub-

scription list does not purport to be, and is not, in

form or in substance, a mutual agreement between

the signers that the subscription is irrevocable and

cannot be withdrawn. The contrary holding would

read into the instrument an intention which is not

expressed and which cannot be assumed to exist, and

the courts reach this result even though the subscrip-

tion list which is signed specifies with considerable

particularity the purpose of the new corporation, its

stock structure and other corporate details.

In the present case the court is not concerned with

those decisions involving Articles of Incorporation

and other papers required by statute to be filed as

steps in the creation of corporate existence. No such

statutory paper was signed by the plaintiff in error.
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Neither is the court concerned in this case with the

rule of law to be applied to those formal mutual con-

tracts between subscribers which have been referred

to above. There is nothing in this case which bears

the most remote resemblance to a mutual contract

between proposed stockholders. These cases, there-

fore, may be entirely disregarded. In fact, the present

case does not even rise to the dignity of those where

a formal subscription list was signed. All we have in

this case is a telegram and confirmatory letter, ad-

dressed to the promoter by Collins, and an oral state-

ment made to the promoter by other proposed stock-

holders of their willingness to subscribe. If the

signature to a formal subscription list is a mere

revocable offer,—and this, as we have shown, is what

the authorities hold with practical unanimity,—then

surely the informal communications which passed

between the parties in the present case cannot be

deemed to be more than proposals which were re-

vocable at any time before acceptance.

The Cases Cited By Defendant in Error.

Counsel for defendant in error cites a large num-

ber of cases in his brief; but not a single one of theui

sustains the position for which he contends. For in-

stance, he quotes at length from the case of N'ehraska

Chickory Co. v. Lednieky, 113 N. W. 245. This ease

involved no question of revoeation ivhaiever. The

subscriber who was sued had made no attempt to with-

draw his offer to subscribe. Tlie question before the

court was not whether such an offer could be with-

drawn, but whether if the offer was not withdrawn,
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the corporation might or might not accept the offer

and recover.

The only point of law discussed in the opinion was

whether the corporation, after coming into existence,

might recover upon an unrevoked offer of subscription.

The quotation made from this case on page 57 of the

brief for defendant in error may leave an erroneous im-

pression, because counsel has omitted part of a sentence

which indicates the precise point which was under

consideration by the Nebraska court. Supplying the

language whose omission is indicated by the asterisks

in his brief, the quotation reads as follows:

^^ Defendant contends, however, that one who
signs a subscription paper whereby he agrees to

take a certain number of shares in a corporation
thereafter to be formed, does not become liable

as a shareholder even if the corporation is form-
ed, and the corporation cannot maintain an ac-

tion agaifist him won the stihscription paper,
(Italics indicate clause omitted by opposing
counsel.) There are courts, notably Kansas,
Massriehusetts, Michigan, Pennsvlvania and West
Virginia which hold to this doctrine. (Citing
cases.) The doctrine of these cases cannot be
regarded as settled in American law. 'This rule

proceeds upon the narrow and strict CTOunrl that

a contract, such as will bind the intending obligor,

must be tendered to the other contracting party,

to an artificial being not yet in esse, and in the

precise statutory mode or not at all'.''

As will be apparent from a careful reading of this

case, and from a perusal of the authorities to which

reference is made, the court was considering the con-

tention advanced by the defendant in that case that

in no event could a corporation after its formation

accept and sue upon an unrevoked offer of subscrip-
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tion made prior to the time of incorporation. As we

have already said, the plaintiff in error in this case

does not rely upon the older cases which denied the

possibility of recovery where the offer remains stand-

ing and unrevoked at the time of the acceptance by

the corporation. Our contention assumes that if the

offer is not revoked, the corporation may accept and

thereby create a binding contract. This is the only

point passed on in the Nebraska case. It has nothing

to do with the question of revocability.

Reference is also made in the brief of defendant

in error to the case of Minneapolis Threshing Machine

Co, V. Davis, 41 N. W. 1026, a decision of the Supreme

Court of Minnesota. That case also involved no ques-

tion of attempted withdrawal or revocation before

the organization of the corporation; and the general

language employed by the court is therefore not au-

thoritative on the question under discussion. The

contract there involved was a formal one, whereby one

McDonald agreed to move a certain plant and cer-

tain machinery to the city of Minneapolis, in con-

sideration of the undertaking of certain persons

to subscribe to the stock of a corporation to be formed

for the purpose of operating the plant. This con-

tract, upon which the suit was based, expressly stated

that the promi>se to subscribe was given in considera-

tion of the y)romise of McDonald with r(^sp(»ct to the

plant and machinery, and it had, as between the sul)-

scribers and McDonald, some of the formality of a

mutual subscription contract. In view of the fact,

however, that the court was not called upon to pass
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on the effect of a revocation or withdrawal, the deci-

sion is of no value in the present controversy.

New York Cases Cited by Defendant in Error.

The brief of defendant in error refers to several

New York decisions. None of these are in point. The

case of Lake Ontario v. Mason, 16 N. Y. 451, decided

in 1857, has already been referred to. It was

a case where the defendant had subscribed a formal

document required to be filed as one of the statutory

steps in the incorporation of the company. No such

paper was signed by Collins in the present case. Yet

opposing counsel was so sorely pressed for authority

to sustain his view that he actually introduced this

decision in evidence,—a proceeding entirely unneces-

sary, in view of the rule that federal courts take

judicial notice of the decisions of the various states.

The other New York decisions to which he refers

are even more irrelevant.

Phoenix Warehousing Co. v. Badger, 6 Hun 294,

was a case decided in 1875. No attempt to revoke or

tvithdraw tvas made by the suhscriher; and the ques-

tion of revocation is therefore not involved in the case.

"The defendant was not only one of the originators

of the enterprise, but one of the trustees, and took

an active part in the organization and management

of the compan}^ aiding in holding it out to the public

as a lawfully organized corporation." He sub-

scribed to the stock of the corporation by signing

the certificate whereby the corporation was created,

placing opposite to his signature the number (250)

of shares taken by him. The case was, therefore.
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one where the subscriber had actually executed a written

subscription by putting his name to the Articles or

Certificate of Incorporation which was filed and by

subsequently participating in the corporate proceed-

ings. The court held that his signature to these final

corporate papers precluded him from showing any

oral agreement contemporaneous therewith, varying

its terms. What possible bearing this case has upon

the one before the court, it is difficult to imagine.

The other three cases from New York which are

cited were all decided prior to 1860. Stewart v,

Hamilton College, 2 Denio 403, was decided in 1845

by the old court for the trial of impeachment and

correction of errors. It was not a suit against stock-

holders or alleged stockholders. The promise upon

which suit was brought was not even a promise to

take stock, but was an undertaking to contribute to

the support of an educational institution. The actual

decision was that no recovery could be had upon the

promise. Those delivering opinions in accord with

the view of the majority based their decisions chiefly

on the ground that one of the conditions of the sub-

scription had not been complied with. They dis-

agreed among themselves as to whether the agreement

was supported by a sufficient consideration. Al-

though they agreed that no sucli consideration was

disclosed on the face of the instrument, one of tliem

thought that a consideration could be shown by facts

outside the instrument and in the course of his opin-

ion delivered the remarks (juoted in counsel ^s brief.

TTamilton Plank Bond Co. v. Eice, 7 Barl). 157, was

a decision of a trial court rendered in 1849. T\w
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action was based upon the execution by defendant of

the subscription books required by statute for the in-

corporation of plank road companies. No attempt

was made to withdraw the offer to subscribe. The

trial judge held that after the organization of the

company, the objection of want of consideration could

not be made and that the corporation might sue upon

the subscription as the person for whose benefit the

subscription was made. This case has no bearing on

the issue of revocation.

Eastern Plank Road Co. v. Vaughan^ 14 N. Y. 546,

was decided in 1856. In that case the subscribers

promised to pay certain sums for stock to designated

individuals and these individuals were authorized to

transfer the subscriptions to a company thereafter to be

formed. The company was formed and was allowed

to recover upon the subscription. The court remarked

that the only proof of consideration consisted of the

words ^^for value received'' which were contained in

the agreement. In this respect the court said:

^^Were it not for the words 'for value re-

ceived' contained in the paper subscribed by the
defendant, there would, I think, be great diffi-

culty in holding- that there was any consideration
for the defendant's promise. I see nothing in

the language of the subscription v/hich can be
fairly construed to amoimt to a request that the

payees, Boyd and Wood, shall do any act or

perform any service in respect to the formation
of a company for the purpose of building the

road; and the judge has not found, nor do I

think the evidence shows, that other persons have
assumed liability or incurred expense upon the

faith of the defendant's subscription under such
circumstances as would estop him from setting up
a want of consideration."
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It was held, however, in view of the fact that the

agreement recited that it was given ''for value re-

ceived'', that it would be presumed prima facie that

there was some consideration for the promise and it

was held that the corporation might recover upon the

contract as the third party for whose benefit the

agreement was made. The court does not attempt

to say what would have been the effect of a revoca-

tion.

The Actual New York Law Upon the Subject.

As opposed to the fugitive dicta contained in these

ante-bellum cases relied upon by defendant in error,

we again call attention to the long line of New York

authorities cited in our opening brief.

Burt V, Farrar, 24 Barb. 518, is admitted by de-

fendant in error to be in point and favorable to our

contention. (Brief of defendant in error, page 99.)

The following cases are equally clear in our favor:

Tro^j & Boston R. R. Co. v. Tihhets, 18 Barb.

297;

Troy cf' Boston R. R, Co. v. Warre/it, 18 Barb.

310;

Dorris v. Siveeney, 64 Barb. 636;

Poughkeepsie Plank Road Co. v. Griffin^ 24

N. Y. 150.

Counsel for defendant claims tliat the Griffin, Tih-

hets and Warren cases are based upon peculiar statu-

tory provisions relating to plank road companies.

As a matter of fact, these decisions are bas(^d on th(^

reasoning that where a specific mode of incorpora-

tion is provided by law, a person who fails to sign
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the articles or other paper required by statute is

not liable to the corporation as a subscriber, no mat-

ter what preliminary engagements for the purchase

of stock he may have made. The case of Dorris v.

Sweeney, 64 Barb. 636, decided in 1873, was not a

plank road case. It involved a formal agreement be-

tween several persons whereby it w^as provided that

they should ^^unite in the formation of a joint stock

or incorporate company" for certain purposes, and

whereby it was further provided that ^^for such pur-

pose we mutually agree to pay to the Treasurer ap-

pointed by said company the amount set opposite

our names in the following manner: 50% on demand;

25% on completion of the building; and 25% w^hen-

ever called in by said company". The authorized

capital stock and the par value thereof were fixed

by the agreement. It is untrue, as stated by counsel

for defendant in error (brief of defendant in error,

page 35), that this decision is based upon any vari-

ance between the agreement and the powers conferred

upon the company. On the contrary, the decision is

based upon the proposition that the defendant had

not become one of the incorporators of the company
by subscribing to its articles and that therefore the

preliminary agreement, although formal in character,

was not binding upon him.

The more recent cases show no departure from the

rule thus announced. Avon Springs Sanitarmm Co,

V, Weed, 189 N. Y. 557, 119 App. Div. 560, 104 N. Y.

Supp. 58, decided in 1907, was an action brought

upon a writing signed by the defendant and reading

as follows:
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^^I hereby subscribe for 10 shares of 7 per cent.

preferred stock, at $50 per share, par vahie $50,
in a new company to be formed for the purpose
af purchasing and carrying on the Avon Springs
Sanitarium, to be known as the Avon Springs
Sanitarium Company, or a name to be selected.

It is understood and agreed that this stock is

fully paid and nonassessable, I to receive seven
per cent, dividends upon the above number of

shares to be paid the 1st day of January of each
and every year commencing January 1, 1907. I

agree to pay for the above number of shares of

stock as soon as the company is incorporated

and upon delivery of the stock to me."

The complaint in the action set forth this agreement

and alleged it was signed not only by defendant, but

also by certain other persons. Here was a pre-incor-

poration agreement far more specific than the tele-

gram and letter signed by Collins in the present case.

It was held by the New York Court of Appeals that

a complaint alleging the execution of the agreement

by the defendant and other persons, the incorpora-

tion of the company, its acceptance of the proposal,

its tender of the stock and nonpayment by the defend-

ant did not state a cause of action. The decision

against the company's claim was rendered by the

court of appeals on the dissenting opinion of Mr.

Presiding Justice McLennan. (189 N. Y. 557.) Tlu^

decision of Presiding Justice McLennan is based oii

the broad proposition that tlie agreement quoted above,

although executed by the defendant and otiiers as

well, does not purport to be a mntval agreement; and

being, therefore, supported by no consideration, it

did not constitute a binding obligation of the defend-

ant. Counsel for defendant remarlvs that there was
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in this case no withdrawal of the subscription. This

fact makes the authority even more conclusive, be-

cause the case amounts to a holding, in line with the

other New York authorities, that preliminary agree-

ments of this, sort, not followed by execution of the

required statutory documents, create no obligation

at all, even though unrevoked.

Eaegener v, Brockway, 58 App. Div. 166, 68 N. Y.

Supp. 712, decided in 1901, is equally in point. De-

fendant in error claims this was a mere contract for a

policy of insurance. But the note in suit was one

given for stock in a mutual insurance company, and

under the New York law (Laws of 1892, Chapter

690), the policy holders and the stockholders are iden-

tical and the money was to be used for the acquisition

of stock as well as for the insurance policy. The

court said:

"It (the note) was sent to the promoters of the
company and thereafter its legal character was an
open, continuing proposal to the promoters of a
company to be formed, subject to revocation at

any time before such company was actually

formed or had accepted the proposition."

The reasoning of the Court of Appeals in Lake

Shore By, Co. v. Curtis, 80 N. Y. 216 and Wood
Motor Vehicle v. Brady, 181 N. Y. 145, 73 N. E. 674,

is in line with the other New York authorities upon

which we rely.

If it were necessary, we could find ample founda-

tion in the New York decisions for the contention that

under the law of that state, a person who engages in

writing to take stock in a corporation not yet formed,
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but who does not sign the statutory documents re-

quired for incorporation, subjects himself to no

legal liability whatever, whether he revokes or not;

but it will suffice for our purpose to say that there

is not a shred of New York authority which supports

the contention of the defendant in error that a person

who has not executed the statutory papers and who

has before incorporation revoked and withdrawn any

previous offer of subscription, is under any legal lia-

bility at all.

California Cases.

The California cases cited by counsel for defendant

in error have nothing to do with the existence of a

right to withdraw an offer to subscribe for stock of a

corporation not yet formed. They merely hold that if

persons sign a subscription list prior to the formation

of a corporation, the latter may, upon its formation,

the offers being still tmrevohed, accept them and re-

cover upon them. This and nothing more is the effect

of Marysville Electric Light & Power Company v,

Johnson, 93 Cal. 546, and Horseshoe Company v. Sib-

ley, 157 Cal. 447. After acceptance of such an un-

revoked offer, the subscriber becomes a stockholder

and liable to assessment as such, as was held in Sa.n

Joaquin Land d Water Co. v. Beecher, 101 Cal. 77.

And of course where a subscription is made in the

articles which are filed and the subscriber's status ns

stockholder thereby fixed, the time for withdrawal has

passed, as was held in Pacific Fruit Co. v. Kuhn, 107

Ci\]. 452. The other Califoi'nia cases are so utterly

irrelevant to the point under discussicm that no refer-

ence need be made to them.
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Other Arguments of Defendant in Error Upon Right to With-
draw Subscription Offer.

Counsel for defendant in error devotes several pages
of his brief to a discussion of ''puts" and "calls" and
other "flowers that bloom in the spring". Apparently

the basis of these rather forced analogies is the claim

that it is possible for stockholders to make, as between

themselves, in consideration of identical promises, a

binding agreement that their offers to subscribe shall

be irrevocable. We have not denied such a possibility

;

but surely the intent to prevent revocation and the

.intent that the promises shall be deemed to be made

mutually as between the subscribers and in considera-

tion of each other, must clearly appear from the terms

of the contract made. As we have seen from an

analysis of the decisions, the mere fact that A pro-

poses to subscribe for ten shares in a corporation to

be formed, and that B proposes to subscribe for

twenty shares in such a corporation, is universally

held, even in cases where they sign the same document

and each knows of the others' proposal, not to consti-

tute a mutual agreement preventing withdrawal. In

the present case there is not even the excuse for in-

ferring mutuality of agreement which may be urged

in the case of a subscription list signed by several

parties. There, at least, the parties know what is

being done by the others; but in the present instance

there is nothing to show that Collins knew that other

parties w^ere entering into engagements identical with

his. How mutuality of agreement can be inferred in

such a situation, it is difficult to see. The other par-
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ties involved did not in fact propose to subscribe on

terms identical with those specified by Collins.

If a contract was created by Collins' telegram and

by the New York conversation between Morgan and

Sibley and the others (of which he was entirely ig-

norant), what was the contracts It is said that the

^contract was mutual; but upon what basis could Col-

lins have enforced the obligation of the alleged co-

subscribers ? For how much could he have incorporated

a company which would have had the power to sue

Wills and Anderson and Sibley 1 For how much would

Anderson, for instance, have been liable to such a

corporation, in which he had proposed to take ten

shares of stock, without specifying the par value

thereof? There is not a single circumstance or fact

in the case from which, under any view of the law,

there could be inferred any mutuality of contract be-

tween Collins on the one hand and the other proposed

subscribers on the other. The theories suggested by

defendant in error with respect to contracts which are

actually mmtual have no possible bearing upon the

facts of the present case.

The claim of defendant in error seems to be tliat

the telegram and letter from Collins to Morgan cor>i-

bine, by some mysterious proec^ss of legal alchemy,

with the oral discussion between Morgan and Wills'

agents, to produce a binding mutual contract between

Collins, Morgan and th(^ Wills people. But the situa-

tion lacks almost every essential element of a contract.

It lacks consideration, for no one of the partic^s con-

cerned bound himself to Collins. How can the oral
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offers to subscribe, made to Morgan alone by Wills

and its agents, of which Collins knew nothing, consti-

tute consideration for his engagement '^ "The consid-

eration of a promise is the thing given or done by the

promisee in exchange for the promise.^' LangdelVs

Summary of Contracts, Sec. 45, quoted at Page on

Contracts, Sec. 514.

There was no offer and acceptance as between Col-

lins and his co-subscribers. If Collins' telegram was

one of acceptance, how can a contract have been made

with any one but Morgan, to whom alone the telegram

was addressed and who later released Collins from

his obligation? If, on the other hand, the telegram

was one of offer, when and how was the offer accept-

ed, and by what act was the acceptance communicated

to Collins? These questions are unanswerable in any

manner such as will show the formation of a contract

between Collins and the other proposed subscribers.

And if the absence of offer, acceptance and con-

sideration be overlooked, where shall we find the

definiteness of terms which the law requires of every

binding contract? Collins' telegram and letter (the

only expressions of assent which were proved) make
no reference to the terms of incorporation, to the

capitalization of the proposed company, or to its

powers or purposes. In their nature they are tenta-

tive and look forward to a more definite and fuial

bargain, for the telegram says that he '^will meet you

(Morgan) in San Francisco and arrange working-

scheme." (Record, p. 40.) The undertaking of Wills

and its representatives was even more vague. They
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proposed to subscribe, respectively, for ten shares of

stock, but of what par value or whether of any par

value does not appear. (Record, p. 45.) As far as

appears, Morgan did not even specify the number of

shares which he was then willing to take. (Record,

p. 45.) Surely this was no mutual contract which

could have been enforced by Collins as against the

others. The refinements of the argument of opposing

counsel have no application to a situation such as is

presented by this record where there was no mutuality,

no consideration, no meeting of the minds of the

parties by offer and acceptance and no finality of

agreement upon definite terms.

IV.

IF ANY CONTRACT WAS MADE, IT WAS CANCELLED AND
MODIFIED BY AGREEMENT OF THE PARTIES THERETO.

The error of which we complain is the exclusion of

evidence of the conversation of November 26th be-

tween Collins, Morgan and Sibley. We have hereto-

fore argued that the telegram and letter of Collins,

both dated November 4th, constituted a mere proposal

to subscribe to the stock of the unformed corporation

;

and that the statement of Collins in the conversation

of November 26th was a revocation of this proposal

which deprived it of all legal effect and prevented its

acceptance by the corporation.

Even if it should, by any possibility, be held other-

wise; even if the court should hold that the telegram

and letter of November 4th operated to close a binding
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contract, the evidence of the conversation of November
26th was admissible as tending to prove that the con-

tract was on that date cancelled and rescinded and a

new engagement substituted in its place.

The offer was to prove:

—

^'that at the Fairmont Hotel on the 26th day of

November, 1920, the defendant and T. E. Morgan
and H. G. Sibley being present, the defendant
Collins said to T. E. Morgan that he had come
down to see him and felt that he must cancel his

subscription to the stock in the Morgan Grain
Co. That thereupon T. E. Morgan said to him in

substance, ^If you cannot take it all, will vou take

$5,000.00 r Collins replied to that and said ^Yes,

if you will agree to the cancellation of the sub-

scription from $25,000 down to $5,000, I will take

$5,000 and pay for it as soon as the call is made
for it.' That thereupon Morgan said ^That is

perfectly agreeable ; we will cancel your subscrip-

tion down to $5,000 and when we make a call you
can pay the $5,000 in cash'."

(Trans, pp. 55, 56,)

If a contract was made as the result of Collins'

letter and telegram, the contract was with Morgan, to

whom both the letter and the telegram were ad-

dressed; and the evidence in question showed that

Morgan had expressly agreed to the abrogation of any

such contract and the substitution therefor of an

agreement for a subscription in a smaller amount.

Even if it were assumed that the alleged contract was

one between Collins, Morgan and George Wills & Sons

(the only subscriber in substantial amount outside of

Collins and Morgan) the proffered evidence tended to

show that Sibley, who was the general United States
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manager of Wills & Sons, was present at the interview

and acquiesced in the arrangement for the reduc-

tion of the subscription. Morgan spoke for Wills as

well as for himself. He said ''We will cancel your

subscription down to $5,000 and when we make a call

you can pay the $5,000 in cash.^' It follows that the

defendant should have been permitted to prove the

conversation for the purpose of establishing an agree-

ment for cancellation of the offer to subscribe.

Counsel for defendant in error^ realizing that this

evidence should liaA^e been admitted irrespective of the

validity of his argument on the question of revoca-

bility, contends that the agreement of November 26,

1920, is invalid under the provisions of Section 1698

of the Civil Code of California, providing as follows

:

"A contract in writing may be altered by a con-

tract in writing, or by an executed oral agree-

ment, and not otherwise.
'

'

^

To this contention there are several sufficient

answers

:

1. The original offer to subscribe was not a con-

tract. This follows from the authorities cited above,

which hold that the subscription proposal is a mere

off'er, revocable at any time before incorporation. A
written offer may be withdrawn by parol.

2. Any contract made between Collins and tlic

other proposed subscribers was not a contract in writ-

iiif/. Tlie claim of defendant in (M-ror is that the

* JuHt why IIk' clfccl of an Orcjjjoii or New York conlract and tlio power
<o modify it. slioiild he governed by a California Htalute, in not clear.

However. Ilie validity of the af^reement under the C'alifornia code section

is so evident tlint we hsnc assinned, for the sake of nrfrninent only, tliat

it applies.
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contract between the various subscribers should be

inferred, not merely from the telegram and letter of

Collins, but also from the oral subscriptions of Morgan
and Wills and the agents of Wills which were made at

the New York interview of November 4th. Obviously

the telegram and letter, standing alone, show no mutu-

ality and no contract; the existence and terms of the

alleged contract can only be established by the con-

versation between Morgan and the several representa-

tives of Wills at this meeting. It follows that the

contract upon which defendant in error relies is not

a ^^ contract in writing", but one which rests almost

entirely in parol. The code section has therefore no

application.

3. The agreement of November 26th was not an

alteration of the previous agreement, but was a rescis-

sion thereof, coupled with the substitution of a new

and different contract. It was expressly stipulated

that the former subscription should be ^^ cancelled"

and the new subscription provided for immediate pay-

ment upon call, in place of the deferred payments

provided for by the original telegram of November

4th. It is the settled law of California that Section

1698 of the Civil Code has no application to such a

case.

Producers' Fruit Co. v, Goddard, 243 Pac. 686,

693;

Credit Clearance Bureau v, Hochhann Co., 25

Cal. App. 546;

Pearsall v. Henry, 153 Cal. 314;

Treadwell v. Nickel, 194 Cal. 243, 258;

Proud V. Strain, 11 Cal. App. 74.
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In Producers^ Fruit Co, v. Goddard, supra, decided

in December, 1925, the court said:

'^Where an oral agreement is substituted for

an existing written agreement, section 1698 of

the Civil Code has no application."

In Credit Clearance BureoAi v, HocJibann Co., 25

Cal. App. 546, the court said:

*^The court having found, as it did, that the

oral agreement was substituted in the place and
stead of the old agreement, and that the latter

was canceled, the oral agreement is not to be held

to be a modification of the prior written agree-

ment, and therefore ineffectual for that purpose
under the terms of section 1698 of the Civil

Code."

The rule was summarized as follows in Pearsail

V, Henry, 153 Cal. 314:

^^ Section 1698 of the Civil Code must be held

to be inapplicable where the offer is to prove a

substitution of a new agreement for the prior

written agreement."

The evidence which was excluded by the trial court

tended to prove ^^a substitution of a new agreement

for the prior written agreement". It did not come

within the terms of section 1698 of the VW\\ Code and

its exclusion was therefore erroneous.

4. The evidence which was excluded would have

established ''an executed oral agreement'' and there-

fore a full compliance with section 1698. The evi-

dence tendered showed that the new agreement pro-

vided for a subscription of $5000 for stock in the

corporation to b(^ formed, such subscription to be

payable in cash upon call and not in the installments
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specified in the original telegram. (Record, pp. 56,

40.) The proof shows that this new agreement was

actually carried out. ^^Mr. Collins paid in $5000,

$3500 by himself and $1500 by Wills. Mr. Collins

received a certificate for 50 shares." The new agree-

ment was thus fully executed.

Counsel for defendant in error cites Mackenzie v,

Hodgkin, 126 Cal. 591, to the point that the acts of

performance of the oral agreement must differ from

what would be the execution of the original written

contract.

The rule indicated by the opinion in Mackenzie v.

Ilodgkin is no longer the law of California since the

decision in Treadwell v. Nickel, 194 Cal. 243, 258,

wiiere acts indicating in themselves no departure from

an original contract in w^riting were held to be a

sufficient execution of a subsequent oral modification.

But even if the rule were precisely as counsel claims

it to be, the present case would fulfil its strictest re-

quirements. The acts of performance under the new

oral contract tvere different from what would have been

the acts of performance of any agreement based on Col-

lins' original telegram. The telegram called for de-

ferred installment payments, whereas the later agree-

ment called for a single cash payment ; and the single

cash payment was made. The telegram was a single, in-

divisible, entire contract for the subscription to $25,000

worth of stock, and could have been performed by the

corporation only by the issuance of stock in that

amount; and no subsequent corporate proceedings,

had without the participation or consent of Collins,



40

could alter the nature of his engagement. On the

other hand, the new oral agreement called for the

issuance of $5000 worth of stock; and in full com-

pliance with this new agreement, 50 shares of the par

value of $100 each were issued to Collins. This act

was the performance, on the part of the corporation,

of the new oral agreement ; it was not the performance

of the original written proposal of Collins; and the

rule which opposing counsel deduces from Mackenzie

V. Hodgkin does not apply.

5. The new agreement was supported by ample

consideration. If any prior agreement was in force

(and to succeed defendant in error must take the

position that it was), it bound Collins to pay for

$25,000 worth of stock in the new corporation and it

likewise bound his promisees to secure the issuance

of stock in that amount. Furthermore, any such con-

tract secured to Collins the right to pay his subscrip-

tion in the installments specified in his telegram, of

November 4th. By the new agreement, all parties

agreed that the new subscription, providing for the

pa}anent of $5000 cash upon call, should be substituted

for the former agreement and that the former agree-

ment should be cancelled. In consideration of the

reduction of the amount of the subscription, (V)]lins

surrendered (T) his riojit to obtain stock araonnting

to $20,000 and (2) his right to defer payment for

the st()(k in the maimer indicatc^l in his t(^l(v<.!:rani.

Tlu^ surrender oF these rights and the cancellation of

the obligations undcu' the old agreement furnished

ample consideration (or 1h(^ new agreement.
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In concluding his argument, counsel for defendant

in error refers to what he professes to believe is the

injustice of allowing a proposed subscriber, such as

Collins, to revoke his offer to subscribe before incor-

poration. But the proposal of an individual whose

money is sought by a promoter and who agrees to

a tentative project of incorporation, should not, in

all fairness, be tortured into a contract with other

subscribers of whose very existence he may have

known nothing. Such a rule would encourage the

grossest imposition and fraud. In this connection

it must be remembered that Collins' tentative pro-

posal, as expressed in his telegram to Morgan, was

not the sort of subscription referred to in many
reported cases, where men of financial responsibility

have headed formal subscription lists with the expec-

tation that other names would be added to their own.

There is no ])asis for the assumption that Collins

expected that his telegram to Morgan would be made

the basis of other offers to subscribe expressed in

the same or different terms. There was nothing in

its form or in the manner of its communication to

induce any such belief on his part. His dealings

were mth Morgan alone; and his offer to subscribe

was rescinded with the consent of Morgan and the

full knowledge and acquiescence of the only other

substantial subscriber. The corporation subsequently

formed was, to all intents and purposes, the creature

of Morgan and Wills. Its President reported, not

contracts to subscribe for its stock, but ^^applications

for subscriptions'' thereto. (Record, p. 47.) The

corporation, when formed, complied fully with the
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substituted subscription arrangement which Morgan

and Wills had made with Collins on November 26,

1920. It received full payment under the new agree-

ment and issued stock in accordance therewith. Five

years later it attempted to revive and enforce the

proposal wMch its promoters had cancelled and had

given Collins every reason to suppose was forever

terminated. If considerations of fraud and injustice

enter into the case, they do not bear against the case

of Collins.

It is respectfully submitted that the judgment

should be reversed.

Dated, November 5, 1926.

James H. Raley,

Richard W. Montague,

William I. Beobeck,

Herman Phleger,

Maurice E. Harrison,

Attorneys for Plaintiff in Error,
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STATEMENT OF THE CASE.

Since the statement of the evidence in the brief for

plaintiff in error so lightly touches upon certain im-

portant facts involved in this case and in other

instances makes assertions for which there is no sup-

port in the record, we deem it advisable to begin our

reply brief with a statement of the evidence and facts

in this action. The evidence in this case is set forth

in the bill of exceptions found on pages 39 to 59 in

the transcript of the record, and the evidence is sum-

marized in the opinion rendered by Judge Bean at

the time he denied the motion of plaintiff in error for

a new trial. This opinion is to be found on pages

24-25 of the transcript of the record.



In the year 1920 Mr. T. E. Morgan was engaged in

the State of California in the business of buying and

selling grain, particularly barley; he was what is

known as a grain operator, and was then connected

with Albers Bros. A friend of his, H. W. Collins, the

plaintiff in error on this appeal, w^hom Mr. Morgan

had known since 1915, was then engaged in a similar

occupation but was operating in the State of Oregon

and in the Pacific Northwest, chiefly, however, in

wheat. At the same time there was located in San

Francisco a branch office of the English firm of Geo.

Wills & Sons, Ltd., a British corporation, to which

we will hereafter refer as Wills. This concern had

offices also in New York and Seattle. Its general

manager for the United States was Mr. H. Gr. Sibley,

who was located in San Francisco. Mr. A. H. Ander-

son was in the immediate charge of the San Francisco

office, while Mr. Rhea was managing the office in New
York. Wills was engaged in shipping and chartering

and also conducted a general import and export busi-

ness, being especially very extensively engaged in the

importation of barley and wheat into England.

Mr. T. E. Morgan, probably through their mutual

interest in the grain business, had become acquainted

with Messrs. Sibley and Anderson. In the words of

Judge Bean in his opinion (Tr. p. 24), ^^T. E. Morgan

conceived the idea of, to some extent at least, consoli-

dating the grain interests and grain business of the

Pacific C^oast by organizing a corporation for that

purpose''. Some time in 1920 Morgan came to

Messrs. Sibley and Anderson in San Francisco with a

proposal for the joint venture which he had conceived.



He suggested that a corporation to be known as the

Morgan Grain Company be formed to operate in bar-

ley in California, and wheat in the Northwest. He
suggested that Messrs. Sibley, Anderson and himself

should subscribe for stock in the proposed corporation

and that Wills should be induced to take stock in the

proposed corporation and become its agent for the

United Kingdom of Great Britain and Ireland and

the Continent of Europe. Mr. Morgan stated that he

believed the plaintiff in error, H. W. Collins, would

take stock in the proposed corporation and that

through said Collins a source of supply of wheat from

the Northwest would be secured. He pointed out that

through his own country connections he could provide

the barley from California.

Mr. Sibley and Mr. Anderson agreed to the plan,

and as a result Mr. Sibley went to London and laid

the proposal before the board of directors of Wills.

After considering the matter, Wills cabled Ander-

son, who had remained in San Francisco, to proceed

to New York with Mr. Morgan and there meet Mr.

Sibley and Mr. Hale, one of the directors of Wills

who was accompanying Mr. Sibley on the latter 's re-

turn for the express purpose of discussing the pro-

posal in greater detail. Pursuant to instructions,

Mr. Anderson went directly to New York. Mr. Mor-
gan however, went to Portland, Oregon, where he con-

ferred tvith the plaintiff in error, H. W. Collins, and
discussed the proposed joint venture. On completing

his conference with Mr. Collins in Portland, Mr. Mor-
gan proceeded to New York, where he was met by



Messrs. Hale, Sibley, Anderson and Rhea, the man-

ager of the New York office of Wills.

These gentlemen assembled in the New York office

of Wills and discussed the whole plan. At this con-

ference Mr. Hale expressed the opinion that the for-

mation of the company should be deferred for twelve

months because of the disrupted business conditions

as an aftermath of the war. Mr. Morgan, however,

urged that the interested parties should go ahead

without delay, and he thereupon telegraphed from

New York to Mr. Collins in Oregon on or about the

4th day of November, 1920. The telegram which Mr.

Morgan sent is not in evidence and the parties were

not able to produce it, but the reply thereto sent by

Collins on November 4, 1920, to Morgan in New York

was introduced in evidence and reads as follows

:

'^Pendleton, Oregon, November 4, 1920.

T. E. Morgan,
Care Oeorge Wills and Sons, 206 Broadway

New York, N. Y.
Will take twenty five thousand stock as agreed

with payments as follows five thousand dollars

December first, five thousand March first, balance

on or before September first Stop Will meet
you in San Francisco and arrange working
scheme.

H. W. Collins."

On the same day (November 4, 1920) Collins wrote

to Morgan in care of Geo. Wills & Sons, Ltd., 206

Broadway, New York, a letter which was introduced

in evidence and which reads as follows

:



^^ Pendleton, Oregon, Nov. 4, 1920.
Mr. T. E. Morgan,

c/o George Wills & Sons,
206 Broadway, New York City, N. Y.

Dear Tom:
Referring to wires exchanged, which resulted

in my taking $25,000.00 stock in the Morgan
Grain Company, with the understanding that I
am to pay $5,000.00 cash December 1st, $5,000.00
more on March 1st, and the balance on or before
September 1st, 1921. I am hopeful of paying the

balance on the stock before September 1st, and
especially so if you are in need of it.

I am very pleased to have completed the ar-

rangement, and fortunately Mr. Thompson was in

Pendleton today when I received your wires, and
after going over the matter with him, it w^as en-

tirely satisfactory to him. In fact he has been
at all times anxious for me to associate myself
with your new firm.

I will expect you to keep me advised as to when
you want me to meet you in San Francisco, and
I will arrange accordingly.

Yours very trulv,

H. W. Collins.''

On seeing the aforesaid telegram from Collins, Mr.

Hale withdrew his objection to the immediate organ-

ization of the proposed corporation, saying that since

Mr. Collins had subscribed and Mr. Morgan had sub-

scribed. Wills would go ahead with the joint venture

and he then instructed Mr. Sibley and Mr. Anderson

to subscribe to the stock of the Morgan Grain Com-

pany on behalf of Wills, and pursuant to the author-

ization so given they took on behalf of Wills 1260

shares of the capital stock of the corporation to be

organized and known as Morgan Grain Company,

Wills thus becoming the largest individual subscriber.

At the same time both Mr. Anderson and Mr. Sibley
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each agreed to take ten shares of stock of the pro-

posed corporation. At the same conference in New

York at the same time that Mr. Hale agreed on behalf

of Wills to take 1260 shares of the capital stock of

the corporation to be known and organized as the

Morgan Grain Company, T. E. Morgan also agreed

to take 625 shares of stock in the corporation so to be

formed.

After the parties had mutually agreed as aforesaid

in New York as to the organization of the corporation

and their stock subscriptions, Mr. Sibley and Mr.

Morgan returned to San Francisco via Chicago. At

Chicago they conferred wdth Mr. Grant and Mr.

Fahey, who were grain operators in that section of

the country, and told them of the plan that had been

agreed upon— how a corporation was to be formed, of

the subscriptions which had been received, and there-

upon those gentlemen agreed to subscribe for stock in

the proposed corporation, Mr. Grant agreeing to take

fifty shares and Mr. Fahey agreeing to take twenty-

five shares.

On the return of Messrs. Sibley, Anderson and

Morgan to San Francisco, an attorney, H. Arthur

Dunn, was employed and the Morgan Grain Company

was organized under the laws of Delaware on the 9th

day of December, 1920.

A meeting of the board of directors of the Morgan

Grain Company w^as held on December 15, 1920. At

that meeting, as appears from the minute book of

the corporation, the president of the company, J/r. T.

E, Morgan, ^^ announced that he had received applica-



tions for subscriptions to the capital stock of the

company as follows: Geo. Wills & Sons, Ltd., 1260

shares ; H. W. Collins, 250 shares ; T, E. Morgan, 625

shares; G. S. Streeter, 140 shares; M. E. Grant, 250

shares; J. C. Fahey, 25 shares; W. A. Lamson, 25

shares; Charles Silcox, 30 shares; C. S. Purviance, 25

shares; J. W. Williamson, 20 shares; J. Ralph Locker,

20 shares ; H. G. Sibley, 10 shares ; A. H. Anderson, 10

shares. Upon motion of Mr. Anderson, seconded by

Mr. Sibley, it was unanimously voted that the fore-

going subscriptions be accepted, and it was further

resolved, for the purpose of providing immediate

funds for the conduct of the business, that the secre-

tary-treasurer be instructed to call upon each of the

above parties for the immediate payment of not less

than twenty per cent of the amounts individually sub-

scribed, upon payment of which certificate of stock

shall be issued therefor''. (Tr. p. 47.)

Pursuant to the resolution adopted, a certificate

was issued to each subscriber for the number of shares,

at par, that his payment on account of his subscrip-

tion would cover; for instance, Wills, having sub-

scribed for 1260 shares, paid for twenty per cent

thereof and received a certificate for 20% of 1260

shares. It appears that as part of the consolidation

and joint venture conceived by Morgan, Collins was

to give up his Seattle office, which was to be pur-

chased by Wills and for which Wills was to pay Col-

lins $1500. Pursuant to this arrangement, on account

of his stock subscription, in the words of counsel (Br.

p. 8): ^^ Collins paid $5000, $3500 of which was paid

direct by Collins and $1500 was paid through George
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"Wills & Sons, who had in the meantime purchased the

office furniture of Collins at Seattle for that price".

Thus Collins made up what he had agreed to pay on

December 1, 1920, and he received a certificate for

fifty shares of stock.

It is admitted by the pleadings that prior to the

commencement of the action a certificate for 200

shares of the capital stock of Morgan Grain Company
was tendered to the defendant and that he refused to

accept it or pay the balance of the $20,000 that was

due under his subscription, and that the defendant

has never paid anything more than the first instal-

ment of $5000 on his subscription of $25,000.

There was introduced in evidence, without objec-

tion, the case of Lake Ontario-Auhtim Railroad Co, v.

Mason, reported in volume 16, New York Reports, at

page 451.

The plaintiff rested, and the defendant then offered

to testify that he had a conversation with Morgan on

November 26, 1920, in San Francisco, California, at

which time Collins said: ^^If you will agree to cancel

the subscription for $25,000 down to $5000, I will

take $5000 and pay for it as soon as the call is made

for it;'' and that thereupon Morgan said, ^^That is

perfectly agreeable. We will cancel your subscription

down to $5000 and when we make the call you can

pay the $5000 in cash." In answer to the Court's

question, counsel for plaintiff in error stated that he

had no other testimony to offer, and thereupon after

considerable argument by counsel on both sides, the

Court directed a verdict in favor of plaintiff for the

balance of the subscription of $20,000 together with



interest from March 1, 1921, at the rate of six per

cent per annum on the payment of $5000 which was

payable under the terms of the contract on March 1,

1921, and interest at the same rate on $15,000 from

September 1, 1921, when the balance of $15,000 was

payable under the contract.

Thereafter counsel for Collins made a motion to set

aside the judgment and asked for a new trial. The

matter was set down for hearing and was argued

orally at length before the Court and also submitted

on written briefs. Thereafter, upon full consideration

thereof, the Court rendered its opinion as set forth

at pages 24 to 27 of the transcript and denied the

motion to set aside the judgment and for a new trial.

Thereupon plaintiff in error sued out its writ of error

from this Court.

COMMENTS ON THE STATEMENT OF THE EVIDENCE OF
PLAINTIFF IN ERROR.

The statement of evidence presented by plaintiff in

error makes certain omissions and certain unfounded

assertions of fact of more or less importance that we

believe should be called to the Court's attention.

1. There is no evidence in the record to support

the statement of plaintiff in error in line 10, page 5,

of his brief that ''apparently for the first time'' Mr.

Collins and Mr. Morgan discussed the proposed joint

venture when Mr. Morgan stopped to see Mr. Collins

in Portland while on his way East to New York to meet

Mr. Hale. Whether or not Mr. Morgan and Mr. Collins

had discussed this matter previously or had had cor-
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respondence about it, the record does not disclose. It

would, however, seem unlikely that Mr. Collins would

nave gone into a transaction of this size, involving as

it did the sale of his Seattle office to Wills, without

having more discussion of the project than would

have been had in a single conference. In this regard,

attention might be called to the last sentence in the

second paragraph of the above letter from Collins to

Morgan, dated November 4, 1920 (Tr. p. 41), in which

Collins, speaking of his friend, Mr. Thompson, says:

^^In fact he has been at all times anxious for me to

associate myself with your new firm.'' This sentence

would seem to indicate that Collins had been giving

the matter considerable thought and had been dis-

cussing it with others and that he was fully aware of

the details of the proposed plan. At any rate, Collins'

letter of November 4, 1920, shows that he knew con-

siderable of the details of the proposed corporation

for he refers to it by name therein and knew the par

value of the stock.

2. There is nothing in the record to support the

statement of plaintiff in error (Br. p. 5, line 27) that

*^no correspondence was had between Collins and

George Wills & Sons or any other person with refer-

ence to the stock subscription made by him to Mr.

Morgan". The witness Collins did state that he

*^ never had any correspondence with George Wills

& Sons with reference to taking their stock" There

is, however, no evidence to support the above state-

ment as made by counsel.

3. There is no evidence in the record to support

the statement of counsel (Br. p. 5, line 31) that '*no
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further information was imparted to Mr. Collins with

reference to any other transaction involved in New

York or Chicago or elsewhere". The record does not

disclose whether or not Mr. Collins had such infor-

mation. In view of the fact, however, that Mr. Col-

lins was one of those primarily interested in this joint

venture, his interest in the matter being illustrated by

the last sentence of his telegram of November 4, 1920,

^^Will meet you in San Francisco and arrange work-

ing scheme",—it is difficult to believe that Collins was

not thoroughly informed of the subscriptions of Wills,

Anderson, Sibley, Grant, Fahey and the other sub-

scribers above mentioned.

4. The most important single episode in this entire

transaction was the conference held in New York and

which is described in the above statement of facts and

in the testimony of Mr. Anderson. (Tr. pp. 44 and

45.) It is the valid agreement with the other sub-

scribers entered into on that date tliat precluded

Collins from revoking his subscription thereafter. It

is significant that in the statement of facts of plain-

tiff in error this conference is passed over with barely

a reference. Speaking of that conference. Judge

Bean, in his opinion (Tr. p. 25), says:

^^A conference was held in New York and Hale
suggested that the formation of the corporation
be postponed for twelve months on account of the
then financial condition of the country, but Mr.
Morgan was insistent that it be done immediately,
and he wired Collins concerning the matter. The
wire to Mr. Collins is not in evidence and the
parties were not able to produce it, but in any
event he received from Colliiis a message agreeing
to take $25,000 in stock of the proposed corpora-
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tion. On receipt of this message Hale withdrew
his opposition and Wills & Sons agreed to sub-
scribe 1260 shares in the corporation, Anderson
and Sibley each 10 shares, and Morgan 625 shares
each of the par value of $100.''

On the importance of this agreement we shall com-

ment further in the argument.

5. There is nothing in the record to support the

statement (Br. p. 6, lines 10, 11) that ''Mr. Collins

went to San Francisco for the purpose of withdraw-

ing his subscription''. There is nothing in the evi-

dence that discloses why or for what purpose Mr.

Collins went to San Francisco, but in view^ of his

statement in his telegram of November 4, 1920, to

Morgan that he would meet Morgan ''in San Fran-

cisco and arrange working scheme", it would seem

likely that this visit to San Francisco was in pur-

suance of the intention indicated in that telegram and

his letter of the same date.

6. There is nothing in the record to support the

statement (Br. p. 6, line 26) that "Collins returned

home with this understanding and agreement between

himself and Morgan" (referring to the alleged oral

modification of the agreement as to which Collins

offered to testify).

7. The articles, or certificafe, of incorporatioyi of

the Morgan Grain Company are not a part of the

record 'before this Cottrt, Who were the original sub-

scribers to the articles of incorporation of the Morgan

Grain Company does not appear. There is nothing in

the transcript of the record to indicate whether or not

Collins tvas named as one of the subscribers of the
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corporation in the original articles of incorporation,

or whether or not he was one of the incorporators of

the Morgan Grain Company. The statement made hy

plaintiff in error on this subject on page 7 of his brief

is therefore without support in the record before this

Court.

8. There is no evidence in the record to support

the assertion found on page 7, line 25, of the brief that

*^ Collins was not present at this time^' (the organiza-

tion meeting of December 15, 1920), ^4iad no notice

of the time or place of meeting for perfecting the or-

ganization and took no part in either the filing of the

articles of incorporation or the organization or forma-

tion of the corporation '\ This entire assertion is

without support of any evidence whatsoever in the

record. The record does not disclose whether or not

Collins was present at the meeting in San Francisco

on December 15, 1920, nor whether or not he had

notice of the time and place of such meeting, and the

record does not disclose whether or not he took any

part in the filing of the articles of incorporation or

organization or formation of the corporation.

9. There is no evidence in the record whatsoever

to support the statement on page 8, line 7, of the brief

of plaintiff in error that ''Collins had no notice or in-

formation at the time he received or accepted this

stock or paid for it that the corporation was intend-

ing to make any further claims upon him by reason

of his transactions with Morgan. And later on, when
call was made for additional payment by the corpora-

tion, Collins refused such call and immediately in-

formed the corporation of the modified subscription
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between himself and Morgan''. The record is silent

on the subject and does not disclose whether or not

Collins had any notice or information at the time he

accepted the certificate for 50 shares that the corpora-

tion was intending to hold him for the balance of his

original subscription. The record does disclose that

Collins refused to pay the balance of the subscription

when the call was made upon him. (Tr. p. 50, line

14.) There is nothing in the record, however, to sup-

port the statement that at the time he refused to pay

the call or at any other time Collius informed the

Morgan Grain Company of the alleged subsequent oral

agreement between himself and Morgan purporting to

modify his original subscription. The record does not

disclose whether or not Collins ever informed the com-

pany of the alleged subsequent oral agreement on

November 26, 1920, with Morgan prior to his assertion

thereof in his answer filed in this action. If evidence

outside of the record is to be considered, defendant in

error could assert truthfully tliat the first intimation

it ever had of the alleged subsequent oral agreement

of November 26, 1920, was in the auswer served upon

it in this action.

10. The record discloses that on December 15, 1920,

a meeting of the board of directors of the Morgan

Grain Company was held in San Francisco and at

that meeting by a resolution duly and regularly

adopted the subscription of Collins among others was

accepted by the corporation. This resolution is set

forth in full in our statement of facts and is to be

found on page 47 of the transcript. It is important

to note that throughout their brief counsel proceed
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with their argument ignoring the acceptance of Col-

lins' subscription by a definite resolution of the com-

pany on December 15, 1920.

THE PLEADINGS.

The pleadings in this case consist of the plaintiff's

complaint, defendant's answer and plaintiff's reply.

In outlining the pleadings (Br. pp. 1-3) plaintiff in

error oinits to mention the reply.

While the complaint alleges that ^^ plaintiff now is

and at all of the times in this complaint mentioned

was a corporation", defendant's answer denies this

allegation and alleges that the plaintiff was not incor-

porated until December 9, 1920. Plaintiff's reply

unequivocally admits that the plaintiff was not incor-

porated until December 9, 1920. The general asser-

tion in the complaint that plaintiff was existing at all

times therein mentioned is modified in effect, by

plaintiff's reply, to allege that the plaintiff was at all

times a corporation on and after December 9, 1920.

The complaint does not allege ivith wliom the de-

fendant agreed in writing to take plaintiff's capital

stock. In paragraph IV of the complaint it is merely

asserted that ^^on or about November 4, 1920, defend-

ant subscribed for and offered and agreed in writing

to take two hundred and fifty (250) shares of the cap-

ital stock of the plaintiff; that said subscription was

one of a number of subscriptions to stock of plaintiff

made by various persons at or about the same time;

that plaintiff accepted defendant's subscription as
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tendered '\ Counsel are in error in assuming that the

complaint alleges that on November 4, 1920, Collins

and the plaintiff entered into a written subscription

agreement. The complaint is not inconsistent with

the evidence that a subscription agreement was made

with Morgan and others and accepted by a resolution

of the plaintiff on December 15, 1920.

The answer admits that on November 4, 1920,

Collins agreed in writing with Morgan to take stock

in the plaintiff corporation to the par value of

$25,000. This allegation does not contradict the com-

plaint and is an assertion of the very evidence offered

and introduced by the defendant in error. Then the

answer alleges as a defense that this contract was

modified by a subsequent oral agreement with Mor-

gan. This allegation raises the only issue in this

action. The Court having excluded evidence of the

alleged subsequent oral agreement, the only question

that could be before this Court is whether or not such

an agreement, if made, constituted a defense. We
shall show that in the absence of exceptions taken to

the ruling of the lower Court even this question is not

open for review.

ASSIGNMENTS OF ERROR OF PLAINTIFF IN ERROR.

For various reasons hereinafter set forth none of

the assignments of error presented by plaintiff in

error raises any question for the consideration of this

Court and the judgment of the lower Court should

therefore be affirmed. We will discuss the errors

assigned in their order.
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(1) ^^The Court erred in not submitting to

the jury the question as to whether the defend-
ant, (^ollins, had withdrawn the alleged subscrip-

tion to the stock of the plaintiff company, upon
which subscription the action was brought."

An examination of the i^ecord will disclose that no

demand to the lower Court was made by plaintiff in

error that the question mentioned in the above assign-

ment or indeed any question should be submitted to

the jury. It is well established that when a party

does not ask to go to the jury on a question arising

in the case, he cannot contend on appeal that the

question should have been left to the jury.

Hammond v. Crawford, 66 Fed. 425.

(2) ^^The Court erred in taking from the jury
the right to pass upon the issue of fact above
stated.''

This assignment is but an obverse statement of the

first assignment and goes to the order of the Court di-

recting a verdict. What we have said regarding

assignment No. 1 and will point out concerning as-

signment No. 4 will be a complete answer to this

assignment. We might say here, however, that even

assuming that plaintiff in error took an exception to

the direction of the verdict, it was not at the most

more than a general exception. (Tr. p. 56.) A gen-

eral exception to the direction of a verdict is not suf-

ficient to present to the appellate Court the question

of error in taking the case from the jury; there must

be a direct exception to the fact of withdrawal.

In City of Mihvaukee v. Shailer, 91 Fed. 858, the

Court said:
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''The plaintiff in error did not ask to go to the
jury, except upon particular questions of fact;
and when, on motion, the court directed a verdict
for the amount claimed in favor of the plaintiff,

the exception taken was only general, specifying
no ground of objection. On the face of the record,
the objection, instead of being to the withdrawal
of the case from the jury, may have been that the
direction was in favor of the i3laintiff and not in
favor of the defendant^ or that interest should not
have been allowed, or that for some other reason
the am.ount of the verdict was too large. It may
have been within the discretion of the circuit

court to submit to a jury particular questions of

fact. The answers to such questions in some in-

stances have been treated, by consent of counsel,

as equivalent to a special verdict or an agreed
statement of facts. Hartranft v. Wiegmann, 121

U. S. 609, 7 Sup. Ct. 1240. But in the national

courts it is not the right of a party to demand
the submission of such questions. His right in

that particular, if materia^ matter of fact remains
in dispute, is to insist that the case go to the jury.

It would perhaps be the better rule, as was held

in Guggenheim v. Kirchhofer, 14 C. C. A. 72, 66

Fed. 755, and Hammond v. Crawford, 14 C. C. A.

109, 66 Fed. 425, that a general exception to the

withdrawal of a case from, a jury, without speci-

fying a question of fact ivhich remained to he de-

termined, tvill not he considered; but we have not

gone and do not need now to go further than to

hold, as we do, that there must be a direct excep-

tion to the fact of taking the case from the jury,

and that on an exception like that here shown,

the ground of which may have been something

else, we will not consider whether a peremptory

direction of a verdict was justified/' (Italics

ours.)

(3) The third assignment related to the exclusion

of the testimony of Collins as to an alleged subsequent

oral agreement in San Francisco between himself and
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Morgan purporting to result in a modification and

reduction of his subscription from 250 shares to 50

shares of the Morgan Grain Company. It appears

that Collins was asked the following question by his

counsel

:

^^What was said at that time between you and
Mr. Morgan, Mr. Sibley being present, with refer-

ence to this subscription?''

This question was objected to on the grounds set

forth in the record (Tr. p. 52) and sustained. In the

assignments of error it is asserted that

:

^^The Court sustained the plaintiff's objection,

to which an exception was duly taken by defend-
ant and allowed by the Court.''

We respectfiiUy refer to the record and deny that

any exception was ever taken to said order of the

Court sustaining said objection.

Then this (3rd) assignment of error quotes the

testimony tendered by counsel for Collins and recites

that plaintiff in error took an exception to the ruling

of the Court excluding the offer. Again tve respect-

fully refer to the record and deny that any exception

to such exclusion urns taken.

In support of our contention that no exceptions

were taken as alleged by plaintiff in error, we quote

the record:

^^ ^Q. What was said at that time between you
and Mr. Morgan, Mr. Sibley being present, with
reference to this subscription?'

Counsel for plaintiff objected to the question ?>

(The grounds for the objection are set forth on

page 52 of the Transcript.)
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'^Whereupon, after argument of counsel, the
Court gave his opinion as follows:

Court'' (the opinion of the Court will be
found on pages 54 and 55 of the Transcript)
" 'The objection will be sustained.'

Col. Raley. At this time I would like to take
the testimony of this witness over the ruling of

the Court in order that we may have our record.

Court. I don't think there is anv objection to

that.'

Whereupon counsel for defendant made the fol-

lowing offer of proof, and asked and was allowed
exceptions as follows

:

'The witness Collins being upon the stand, and
the question being propounded to him, ''What
was said at that time between you and Mr. Mor-
gan, Mr. Sibley being present, with reference to

this subscription?" Counsel now offers and says

that if the witness were permitted to testify, he

would answer and say:

That at the Fairmont Hotel in the 26th day of

November, 1920, the defendant and T. E. Morgan
and H. C Sibley, being present, the defendant

Collins said to T. E. Morgan, that he had come
down to see him, and felt that he must cancel his

subscription to the stock in the Morgan Grain Co.

That thereupon T. E. Morgan said to him in sub-

stance, "If you cannot take it all, will you take

$5,000.00". Collins replied to that and said, "Yes,

if you will agree to the cancellation of the sub-

scription from $25,000 down to $5,000, I will take

$5,000 and pay for it as soon as the call is made
for it'. That thereupon, Morgan said, "That is

perfectly agreeable ; we will cancel your subscrip-

tion down to $5,000, and when we make a call you

can pay the $5,000 in cash'. That is all.

Court. Have you any other testimony?

Col. Rat.ey. We have no other.

Court. Then I suppose the only thing to do

is to direct a verdict?

Col. Rat.ey. Counsel suggests it is necessary to

take an exception.
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Court. Yes, an exception to the ruling and ob-

jection to the offer of testimony.

Witness excused.

Court. What is the amount of the verdict?
Mr. Andrews. $20,000. The verdict we are

asking for is the balance of the subscription, $20,-

000 with interest at the rate of 6% per annum on
the payment of $5,000 which was payable under
the terms of the contract on March i, 1921, and
interest at 6% on $15,000 from Sept. 1st, 1921,

when the balance of $15,000 was payable under
the contract.

Verdict prepared and signed.

Col. Raley. I want to take an exception to the

allowance of any interest at all upon this kind of

a contract.

Court. Very well.'
"

The record shows conclusively that no exception

was taken to the ruling of the Court sustaining the

objection of counsel of defendant in error to the ques-

tion asked Collins by his counsel.

The next question is whether any exception was

taken to the exclusion of the testimony offered by

counsel. Here, we submit, the record is so uncertain

and ambiguous as to prevent consideration on appeal.

It is the duty of plaintiff in error to make his excep-

tions clear and specific. {City of Miltvaukee v.

Shailer (supra, page 17).) In this instance it can-

not be determined definitely to what plaintiff in error

was excepting. Was it to the order directing a verdict

or to the exclusion of the offered testimony? We
submit that it is impossible to determine from the

record to what plaintiff in error was referring when
his counsel said, *^ Counsel suggest it is necessary to

take an exception '^
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We submit that plaintiff in error cannot take ad-

vantage of such uncertainty and ambiguity and by

the assignments of error create exceptions not taken

in the lower Court. It is well settled that the ag-

grieved party must except to a rejection of an offer

to prove in order to preserve the ruling for review.

Press Pub, Co, v. Monteith, 180 Fed. 356.

It is also well settled that an exception is indis-

pensable to review the action of the trial Court in

directing a verdict.

Smith V. Hopkins, 120 Fed. 921.

Assuming that the statement of counsel that ^^It is

necessary to take an exception'' was an exception, to

what did it except? Under this single exception coun-

sel attack, under assignments 3 and 4, both the ruling

excluding testimony and the direction of the verdict.

Can a single exception be used to perform the office

of two necessary exceptions, and if not, then to which

ruling did it refer?

^^Where no sufficient exception is taken to the
ruling of the court it will not be passed upon.''

Benson v. United States, 146 U. S. 325; 26

L. Ed. 991.

We submit the uncertainty of the exception pro-

hibits its review.

In view of the fact that counsel took no exception

to the ruling of the Court sustaining the objection to

the question propounded to Collins, and that counsel's

remark,—^^ Counsel suggests it is necessary to take an

exception,"—followed immediately on the Court's
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statement, ^^Then I suppose the only thing to do is to

direct a verdict," it would seem probable that the ex-

ception—if it was one—was taken to the direction of

the verdict. In such case no question as to the cor-

rectness of the ruling of the Court in excluding the

offered testimony is open for consideration, since an

exception to a direction for a verdict at the most

raises the question of the sufficiency of the evidence

introduced to sustain it. (Mullen v. Quinlan, 195 N.

Y. 109; 87 N. E. 1078.) On the other hand, if the

exception is considered as referring to the exclusion of

the offered testimony, we submit that then the failure

to except to the direction of a verdict is a waiver of

any exception to the exclusion of the offered testi-

mony. At any rate, w^e submit that the record is so

uncertain that it cannot definitely be said to what rul-

ing the exception was directed and hence that the

exception cannot be considered in this Court.

(4) ^^The Court erred in directing a verdict
for plaintiff on the cause of action asserted, on
the grounds above set forth and on the further
grounds

:

(a) That the cause of action stated in the

complaint is in favor of Morgan, the party with
whom Collins is alleged to have made the con-

tract, and not with the Morgan Grain Company,
the plaintiff herein ; and

(b) Because there is a variance between the

pleading of plaintiff in the case and the testimony
offered by him at the trial.

'^

As previously shown this assignment cannot be con-

sidered if plaintiff in error did not except to the

direction of the verdict. But assuming that the excep-

tion taken by plaintiff in error was to the order di-
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recting a verdict, still the above assignment of error

is not open for consideration.

The assignment first specifies that the Court erred

in directing the verdict '^on the gromids above set

forth". The grounds previously referred to in the

assignment deal exclusively with the exclusion of the

offered testimony. It is obvious that exclusion of tes-

timony is not a basis for attacking a directed verdict,

since an attack on a directed verdict raises the ques-

tion of the sufficiency of the evidence introduced to

sustain the verdict.

Counsel cannot attack the direction of the verdict

on the ground that the evidence does not sustain it,

since there is no such specification of error in the

assignment of errors.

Camden v. Stuart, 144 U. S. 104

;

City of Findlay v. Pertz, 74 Fed. 681

;

Sav. (k Loan Soc. v, Davidson, 97 Fed. 696

(Cal.)
;

Lloyd V. Chapman, 93 Fed. 599 (Cal.)

;

Paraiso v. U. S., 270 U. S. 368; 52 L. Ed. 247.

Indeed it would seem that no motion having been

made for an instructed verdict in his favor by plain-

tiff in error, the appellate Court will not inquire into

the sufficiency of the evidence to sustain the verdict.

Continental Nat. Bk. v, Neville, 285 Fed. 565

(Cal.)
;

Steel V. Holland, 3 Fed. (2nd) 777 (Cal.)
;

So. Pac. B. R. Co. v. Johnson, 8 Fed. (2nd)

993 (Cal.).
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In any event neither of the assignments (a) or (b)

above can properly be raised under an exception to

the direction of a verdict which goes to the sufficiency

of the evidence. Obviously neither of said assign-

ments can be predicated on an exception to a ruling

excluding testimony. In addition, there are other

points which dispose of these specifications.

In the first place, as to (a) it is obvious on reading

the complaint that no cause of action in favor of

Morgan is stated in the complaint. Indeed, Morgan

is not even mentioned in the complaint! There is no

allegation in the complaint that Collins made any

contract with Morgan. As previously pointed out, the

complaint does not state tvith tvhom Collins made his

subscription agreement. It is peculiar that under this

specification (a) counsel allege that the complaint

alleges a contract between Collins and Morgan, and

ask for reversal on the ground that no cause of action

in favor of the Morgan Grain Company is alleged,

and then under (b), as appears from the argument

later in their brief, base a claim of variance on the

ground that the complaint states a contract between

Collins and the Morgan Grain Company, and the evi-

dence shows a contract between Collins and Morgan!

There is no merit in (a) for the simple reason

alone that its statement is incorrect. The complaint

does not state a cause of action in favor of Morgan.

Even though the evidence did show that the cause

of action was really in favor of Morgan, rather than

the Morgan Grain Company, ''it is the rule that a

claim that the suit was brought by the wrong person
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must be made in the Court below, or it cannot be

urged on appeal''.

3(7. J. 762;

Fortier v. New Orleans Nat. Bk., 112 U. S. 439;

28 L. Ed. 764;

Buckingham v. Estes, 128 Fed. 584

;

St, Louis R. Co, V. Hen son, 58 Fed. 531.

The specification (b) supra, charging a variance

between the pleadings and the evidence is not open

for consideration. No mention or claim of a variance

was ever raised in the lower Court. No demurrer to

the complaint was ever interposed. Not a single ob-

jection was made by counsel to any of the evidence

introduced by defendant in error. In Wasalch Min-

ing Co. V, Crescent Mming Co,, 148 U. S. 293 (37 L.

Ed. 454) J it was held that objections that a bill asks

a form of relief inconsistent with the terms of a con-

tract alleged, and that complainant's evidence exhibits

a different case from that asserted in the bill, cannot

be raised for the first time on appeal, where defendant

neither demurred to the bill nor objected to the evi-

dence in the trial Court. Indeed, cases innumerable

could be cited in support of the proposition that an

objection on the ground of variance cannot be first

made on appeal.

ColumUa Mfg. Co, v, Hastings, 121 Fed. 328;

Chicago Terminal Transfer Co, v. Stone, 118

Fed. 19;

Atlantic Coast Line E. Co, v, Williams, 284

Fed. 262.

While the variance complained of is that it is al-

leged the complaint states a subscription agreement
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between Collins and the Morgan Grain Company and

the evidence discloses a contract between Collins and

Morgan, yet the evidence introduced is of the very

contract which Collins alleges in his answer was made

and then alleges was later modified. Where is there

any surprise, the basis of the rule against a variance?

As held by the Court in Moore v. Cyvawford, 130 U. S.

122, 32 L. Ed. 878:

^^When there is enough in the bill to warrant
the relief, and the defendants could not have been
taken by surprise, the decree should not be re-

versed on the ground that the allegata and the

probata do not sufficiently agree to justify it."

Even assuming there was a variance, and what has

been said heretofore in summarizing the evidence and

in analyzing the pleadings establishes there was not a

variance, still the point cannot now be raised after

silence on the subject in the lower Court.

(5) ^^The Court erred in denying the motion
of the defendant for a new trial.

'^

As to this specification of error it is sufficient to say

it is well established that in the Federal Courts the

granting or denying of a new trial is a matter not

assignable as error.

Pickett V. United States, 218 U. S. 245; 54 L.

Ed. 566;

Ford Motor Co, v, Farrington, 245 Fed. 850

(C. C. A. 9th Cir.)
;

Davis V. Olson, 298 Fed. 921

;

Prouty V. Grand Trunk By, Co., 297 Fed. 603

;

Henderson v. Moore, 5 Cranch. 11 ; 3 L. Ed. 22.
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We submit, therefore, that on the face of the record

there is not one of the assignments of error that is

subject to review by this Court.

ARGUMENT.

Counsel rest their case on two contentions: First,

that there was a variance between the pleadings and

the proof; second, that the testimony offered by Col-

lins should not have been excluded. We have just

shown that neither of the points can be considered by

the Court in view of the record. Without waiving the

points made under our previous heading, we will

proceed to show that even assuming these contentions

were open for consideration, that they are without

merit.

THERE WAS NO VARIANCE.

It is perhaps a work of supererogation to point out

that in fact there was no variance in view of the estab-

lished rule that such a contention will not be consid-

ered when presented for the first time on the appeal.

However, it can easily be demonstrated that no vari-

ance existed.

As pointed out under our topic '^The Pleadings",

while the complaint alleged that the Morgan Grain

Company was existing as a corporation at all times

therein mentioned, this allegation is modified by the

reply which admits that the corporation was not

created until December 9, 1920. The pleadings in
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effect allege that on and after December 9, 1920, the

Morgan Grain Company was a corporation.

The complaint does not allege with wJiom on No-

vember 4, 1920, the subscription agreement of Collins

was made. The complaint alleges that on November

4, 1920, Collins agreed in writirig to take 250 shares

of plaintiff's capital stock of the par value of $100

each and pay therefor in certain specified instalments

;

that said subscription was one of a number of sub-

scriptions to the stock of plaintiff made by various

persons at or about the same time; that plaintiff

accepted Collins' subscription as tendered; that there-

after and pursuant to said contract of subscription

defendant paid plaintiff the sum of $5000 as his first

instalment and accepted a certificate representing fifty

shares of its capital stock ; that defendant has not paid

the balance though demand for it had been made and

a certificate for the remaining 200 shares had been

tendered.

The evidence introduced in no respect coiitradicts

the pleadings. The evidence showed that on Novem-

ber 4, 1920, Collins in a letter and telegram sent to

Morgan agreed to take 250 shares of plaintiff's stock

and pay for it as alleged in the complaint. The com-

plaint did not specify with whom Collins agreed, so

that the evidence does not contradict the complaint.

The evidence then disclosed the conference and sub-

scription agreement in New York on November 4,

1920, and the agreement of Wills and others to take

stock on the faith of Collins' subscription, and later

the obtaining of other subscriptions, such as those of

Grant and Fahey, on the faith of the subscriptions
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then had. Evidence was introduced showing that on

December 15, 1920, after the corporation was created

and organized, it accepted by resolution the subscrip-

tion of Collins for 250 shares as well as the other

subscriptions. It was shown that a certificate for

twenty per cent of each subscription was issued to

the various subscribers, including Collins, who paid

in $5000, being twenty per cent of his subscription.

It was admitted by the pleadings that Collins had re-

fused to pay the balance of his subscription, though

a certificate for the remaining 200 shares had been

tendered him.

We submit that here is no variance; that the evi-

dence is in complete accord with the pleadings.

THE CONTENTION THAT THE CONTRACT TO WHICH COLLINS

AND MORGAN WERE PARTIES GAVE RISE TO NO CAUSE
OF ACTION IN FAVOR OF DEFENDANT IN ERROR WITH-

OUT PROOF OF ASSIGNMENT.

There are a number of complete answers to this

point.

There is no specification of error on this subject.

No. 4 (a) of the assignments of error does not cover

it. That specification, as pointed out in our previous

topic, alleges that the pleadings make out a cause of

action in favor of Morgan and not the Morgan Grain

Company. We have shown such is not the fact, as

the complaint does not even mention Morgan. The

contention of plaintiff in error stated under this

heading is that the evidence showed a contract solely

in favor of Morgan and no assignment thereof to de-
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fendant in error. Even if such were the case, no

error on the subject having been assigned it will not

be reviewed in this Court, for it is well settled that an

error which has not been assigned will not be reviewed.

Sav, <& Loan Soc. v. Davidson, 97 Fed. 696

(Cal.)
;

Lloyd V. Chapman, 93 Fed. 599 (Cal.).

It will also be noticed that there is no specification

of error claiming that the evidence does not justify

the verdict. It cannot therefore now be maintained

that the evidence does not support either the plead-

ings or the judgment.

The above contention is really another phase of the

argument in support of the contention that there was

a variance. This point never having been raised in

the lower Court cannot be made here. It is well set-

tled that an objection that the suit is brought by the

wrong person must be made in the trial Court and

cannot be urged in the appellate Court.

Columbia Mfg. Co. v. Hastings, 121 Fed. 328;

Fortier v. New Orleans Nat. Bk., 112 U. S.

439; 28 L. Ed. 764;

Buckingham v. Estes, 128 Fed. 584;

St. Louis R. Co. V. Hanson, 58 Fed. 531.

In presenting the above contention plaintiff in error

shows a lack of comprehension of the theory upon
which the Court decided this case. This case from

one angle involves two contracts. In the first place,

Collins, Morgan, Wills, Anderson and Sibley agreed

on November 4, 1920, to subscribe for certain amounts

of the capital stock of the Morgan Grain Company to
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be later incorporated. This agreement was binding

on all; the mutual promises constituted the considera-

tion. Hence no one was free, without the consent of

all the others, to revoke his promise. Each one obli-

gated himself to hold out an offer to the Morgan

Grain Company to take certain shares of its stock, and

could not withdraw that offer until a reasonable time

had elapsed for the formation of the company. The

Morgan Grain Company was formed and by resolu-

tion adopted on December 15, 1920, the various offers

were accepted. Hence a definite contract between

Collins and defendant in error was made.

As far as the contention that the contract was be-

tween Collins and Morgan and that there was no as-

signment thereof to defendant in error is concerned,

Collins' offered testimony of a siihseguent modifica-

tion does not enter in. The argument is that on the

evidence actually introduced mo contract in favor of

defendant in error is shown. This is to completely

ignore the acceptance of the stihscription on Decem-

ber IS, 1920, by defendant in error. On the contract

made by that acceptance the Morgan Grain Company

had a right of action without need of any assignment

from Morgan or anyone else.

If we look at the contract entered into on Novem-

ber 4, 1920, between Collins, Morgan, Wills and the

others from another angle, we have a cause of action

in favor of defendant in error without the need of an

assignment or of relying on the acceptance by the

corporation of the various offers on December 15,

1920. The contract of November 4, 1920, was clearly

made for the benefit of defendant in error. Hence
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under the lavv^s of New York as well as of California

and Oregon, the third party for whose benefit the

agreement was made was entitled to enforce it.

Counsel refer to 14 C. J. p. 523, where it is said:

^^A contract between individuals, by which one
or both agreed to subscribe for or to take stock
in a corporation, whether in existence or to be
formed, which is intended only as an agreement
between the individuals, and not as an offer to

be accepted by, and thus result in a contract with,
the corporation, is not, even though subsequently
assented to by the corporation, a contract of sub-
scription for or purchase of stock upon which the
corporation may sue or be sued."

To this quotation, under note 77, are appended the

authorities which counsel cite under II, page 14, of

their brief.

This quotation says nothing more than that if the

contract between the subscribers is not for the benefit

of the proposed corporation, or is not an agreement

to hold out offers to the proposed corporation, the

acceptance of which by the corporation later would

make a contract, then there is no obligation which

the corporation can enforce.

Indeed, the article in 14 C. J., p. 523, goes on to

state

:

^'Bttt it is othenvise, as we have seen, where
the agreenient, although at the outset between in-

dividualSy is intended as an offer to the corpora-
tion, and is accepted hy it according to its terms/'

Collins' own testimony and actions establish that

his agreement of November 4, 1920, was intended to

be for the benefit of the Morgan Grain Company and
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that he was agreeing to hold out an offer to the cor-

poration for acceptance. The testimony offered by

Collins showed that he considered his agreement with

Morgan et al., of November 4, 1920, a binding con-

tract and he sought Morgan's consent to its modifica-

tion. Collins claims that it w^as so modified and that

pursuant to the modified agreement he took 50 shares

of the stock of defendant in error.

But the alleged modified contract occurred on

November 26, 1920, before defendant in error w^as

created. Yet Collins paid defendant in error $5000

as he claims pursuant to the modified agreement. In

so doing and so claiming Collins admits that the agree-

ment was for the benefit of defendant in error and

that he intended to hold out an offer to the Morgan

Grain Company. In a word, it is not possible to

argue that the contract was not for the benefit of

defendant in error and was not intended to hold out

an offer to it when Collins by his actions showed that

he indeed so regarded it.

In view of what has been said under this topic it

would not appear necessary to analyze in detail each

of the cases cited under topic II, page 14, of coun-

sel's brief. It will be foimd, however, by reading

those cases that none of them is in point. They are

important facts in each instance that distinguish the

case from the one at bar.

Thus in the case of Russell v, Broadus Cotton Mills^

39 So. 712, it did not appear that the corporation ever

was informed of the promises made by the promoters

and that there was any consideration for the promises
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and therefore the subscriber was not allowed to re-

cover back his subscription.

The case of Lake Shore Railroad Co, v. Curtis, 80

N. Y. 219, is not in point. Commenting on this case,

the New York Court of Appeals in Buffalo etc. v.

Gifford, 87 N. Y. 302, said

:

'^In that case the contract sued upon was not

one of subscription to plaintiff's stock. It was
simply a promise that the defendants would sub-

scribe upon certain conditions to be performed,

and those conditions were not performed by the

plaintiff and it was in no condition to perform
them. '

'

Dorris v. Stveney^ 64 Barb. 636, is a case in which

the Court found tliat the objects of the corporation

formed were not those of the corporation to which the

subscription had been made and that therefore the cor-

poration formed was not the corporation to which the

defendant had subscribed and it could not enforce

the subscription agreement.

Philadelphia Medical Puh. Co. v. Wolfenstein, 94

A. 136, was a case in which the defendant merely

agreed to take some of the personal stock owned by

Dr. Brinton in the corporation and was not at all

a subscription to the stock of the corporation.

In Wood Motor Vehicle Co. v. Brady, 73 N. E. 674,

the Court held that the subscription agreement was so

indefinite as not to be binding and that the corpora-

tion plaintiff was not the one to which the defendant

had subscribed because the purposes of the plaintiff

corporation were not those of the proposed corpora-

tion to which the defendant had subscribed.
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West V, Crawford^ 80 Cal. 19, holds that where a

number of persons agree to subscribe to a corpora-

tion to be formed and designate a person to accept

and collect the subscriptions, that he can enforce pay-

ment of the same. This case supports our position

rather than otherwise.

We submit that in view of the record, no claim of

variance or of insufficiency of the evidence to justify

the verdict can now be raised; that in any event an

examination of the record discloses that there was no

variance and that plaintiff had a right to maintain

this action.

THE CONTE]^TION THAT THE LOWER COURT ERRED IN

EXCLUDmG THE TESTIMONY OFFERED BY COLLINS AS
TO AN ALLEGED SUBSEQUENT ORAL AGREEMENT WITH
MORGAN ON NOVEMBER 26, 1920, IN SAN FRANCISCO.

We believe we have already disposed of the above

contention when we pointed out under our topic

^*Assignments of Error of Plaintiff in Error'' that

there was no exception taken to the ruling of the

Court upon which to predicate this assignment of

error. Without waiving tliis point, we will proceed

to show that the ruling of the Court in excluding the

offered testimony was correct.

The evidence in this case establishes tliat Collins,

Morgan, Wills and others agreed to engage in a joint

commercial venture. This was not an instance of

an individual merely investing surplus funds in some

security independently and not pursuant to an agree-

ment with others to do so. These parties were per-
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suaded by Morgan to go into business together be-

cause it appeared to be to their mutual benefit. Collins,

Morgan and Wills wei^e essential factors in the joint

venture. The plan was to bring together sources

of supply and a large avenue of distribution. Wills,

a very well known British house with many excellent

selling connections, w^as anxious to secure flour, wheat

and barley for its organization to sell. Collins, a flour

miller and Vvheat buyer of the Northwest, was look-

ing for an outlet for his flour and wheat. Morgan

had a following in California who looked to him to

buy their barley. Morgan conceived the plan of

getting these interests to work together. In the words

of Judge Bean, Morgan ^^ conceived the idea of, to

some extent at least, consolidating the grain interests

and grain business of the Pacific Coast by organizing

a corporation for that purpose. '^ (Tr. p. 24.) He
planned to induce these parties to organize a corpo-

ration (of which he should be the President) and

to put up the necessary capital for the enterprise by

subscribing for stock therein. This corporation, the

Morgan Grain Company, would purchase flour and

wheat from Collins and barley through Morgan's con-

nections. The Morgan Grain Company would then

sell the flour and grain abroad through Wills. In this

way Collins would make his profit on the sale to the

Morgan Grain Company and share also as a stock-

holder in its profits on the sales made abroad. Wills

would have a source of supply and earn commissions

on the flour and grain it sold abroad for the Morgan
Grain Company, and also share, as stockholder, in

the sales profits of that corporation.
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The evidence shows that Morgan first persuaded

Sibley and Anderson of the merit of his plan and told

them he believed Collins would come in also as a

stockholder. How Sibley went to London and inter-

ested Wills and how Wills sent Hale to New York

to confer there with Morgan and the others has been

told in our statement of the case. Morgan, en route

to New^ York, dropped off at Portland and conferred

with Collins about the proposed joint venture. Then
Morgan went on East to New York.

When Morgan met Hale, Sibley, Anderson and

others in the New York office of Wills and laid before

them his plan in detail, he found that Hale, the direc-

tor of Wills, was not inclined to enter the proposed

scheme at that time. Hale thought that it would be

better to wait another year before starting this joint

venture, in view of the disturbed financial conditions,

an aftermath of the war. This conference, it is to be

remembered, occurred in November, 1920. Morgan,

however, urged that there should be no delay but that

the corporation should be started at once. He tele-

graphed to his friend Collins and on November 4,

1920, received Collins' wire subscribing for 250 shares.

(Tr. p. 40.) When Hale found that Collins and Mor-

gan were ready to go ahead and were subscribing, he

withdrew his objection and agreed to subscribe on be-

half of Wills and pursuant to his instructions Sibley

and Anderson took 1260 shares of the capital stock

of the corporation to be formed and known as Morgan

Grain Company, Wills thus becoming the largest in-

dividual stockholder. At the same time Anderson and

Sibley each independently subscribed for ten shares
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of stock and Morgan agreed to take 625 shares of the

stock of the proposed Morgan Grain Company.

These undisputed facts establish a binding contract

between Collins, Morgan, Wills, Sibley and Anderson.

Indeed, we do not understand counsel to dispute that

the agreement made on November 4, 1920, was a bind-

ing contract between these parties. West v. Craw-

ford (80 Cal. 31), cited hy plaintiff in error (Br.

p. 14) was a case where a number of persons prior

to incorporation agreed to form a corporation and

each agreed to take a certain number of the shares of

the capital stock of the proj^osed corporation and

agreed to pay the subscriptions to a certain designated

individual. Speaking of the contract the Court said:

*^The contract sued on is twofold: it amounts
to a subscription to the stock of a corporation,
to be thereafter organized; and in addition, it

is an express promise to pay to the plaintiff in

this action twenty per cent of the amount of such
subscription. * ^ ^ The parties mutually agreed
with each other, that is with those who signed
the contract, to pay a certain sum of money to

the plaintiff. * * ^ Their mutual promise, one
to the other was a sufficient consideration for the

promise of each, and the contract was valid and
binding. '

^

In Minn. Threshing Machine Co. v. Davis, 40 Minn.

110, 12 Am. St. Rep. 701, probably the leading case

on the subject, the facts were in many ways similar

to those in this action. A promoter, Janney, secured a

number of subscriptions to a corporation to be organ-

ized and the corporation when formed sued to enforce

payment from the defendant of his subscription. The

Court said:
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"The subscription by a number of persons to

the stock of a corporation to be thereafter formed
by them has in law a double character: 1. It is

a contract between the subscribers themselves to

become stockholders, without further act on their

part, immediately upon the formation of the cor-

poration. As such a contract it is binding and
irrevocable from the date of the subscription (at

least in the absence of fraud or mistake), unless

annulled by consent of all the subscribers before
acceptance by the corporation. 2. It is also in

the nature of a continuing offer to the proposed
corporation, which, upon acceptance by it after

its formation, becomes as to each subscriber a

contract between him and the corporation: 1

Morawetz on Private Corporations, sees. 47 et

seq. ; Eed Wing Hotel Co. v. Frederich, 26 Minn.
112. Janney, the promoter who solicited and ob-

tained the subscriptions, occupied the position of

agent for the subscribers as a body, to hold the

subscriptions until the corporation was formed in

accordance with the terms and conditions ex-

pressed in the agreement, and then turn it over to

the company without any further act of delivery
on part of the subscribers. It follows then that,

considering the subscription as a contract between
the subscribers, a delivery to Janney by a sub-
scriber was a complete and valid delivery, so that
his subscriptions became eo instanti a binding
contract. The case stands precisely as a case
where a contract is delivered by the obligor to
the obligee.''

This case has been frequently cited and the fore-

going is quoted with approval by Judge Bean in his

opinion in Balfour v. Baker City Gas Co,, 27 Ore. 306.

A binding contract therefore was created between

these subscribers, and their mutual promises was the

consideration. If any further consideration were re-
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quired it is found, as far as Collins is concerned, in

the agreement whereby Wills purchased from him his

Seattle office and paid him $1500 therefor, by paying

that amount to the Morgan Grain Company on ac-

count of the first instalment due from Collins on his

subscription. (See supra, page 7.)

Indeed, as a written instrument, consideration is

presumed.

Braun v. Crew, 183 Cal. 734.

Furthermore, it was Collins' subscription which in-

duced Wills to subscribe. The record shows that Hale,

director of Wills, had urged a year's delay. But on

Morgan's urging and on Collins' wire of November 4,

1920, Hale withdrew his objection and agreed to sub-

scribe. This alone constituted a sufficient considera-

tion. The case of Trustees of Church in Pembroke v.

Stetson, 5 Peck. 507 (22 Mass. 507) was an action to

collect a written subscription and defendant urged

that it had orally been agreed that the subscription

should not be collected as long as interest thereon was

paid. The Court said:

^^Such evidence is a direct contradiction of the
written promise. And as to the consideration it

is a sufficient consideration, that others were led
to subscribe by the very subscription of the

defendant,'' (Italics ours.)

Indeed, the very testimony offered by Collins (Tr.

p. 55) establishes that he recognized that his agree-

ment in his telegram and letter to Morgan was bind-

ing. Collins offered to prove that he said to Morgan,

''Yes, if you will agree to the cancellation of the

subscription from $25,000 down to $5000, I will take
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$5000 and pay for it as soon as the call is made for it."

This statement is a clear admission of the existence

of a binding contract at least between Collins and

Morgan, and as far as the point we are now going to

make is concerned that fact is all that concerns ns.

When Collins was asked to state the alleged conver-

sation between himself and Morgan in San Francisco

on November 26, 1920, the record (Tr. p. 54) shows

counsel for defendant in error objected '^that if the

testimony as offered was oft'ered to prove revocation

of the subscription on November 26, 1920, it was not

admissible because it was an attempt by parol evidence

to modify and change a written contract of subscrip-

tion previously introduced, which defendant had ad-

mitted w^as a contract of subscription; it was an

attempt to modify an agreement calling for a sub-

scription of 250 shares and reduce it to a subscription

for 50 shares; it was not admissible because it is not

and was not in the power of the defendant to revoke

or modify the contract of subscription because there

was a consideration for the agreement, other sub-

scribers having subscribed for the stock of the cor-

poration relying upon the subscription of defendant,

and that mutual consideration made a contract be-

tween him and the other subscribers, so that he had
no power by his own act or volition to change his

status without the unanimous consent of the other

stockholders."

Let us discuss the merit of the first objection: that

the testimony sought to be introduced "was an attempt

by parol evidence to modify and change a written

contract of subscription."
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Plaintiff in error states that the objection was not

well founded because the subscription agreement was

not within the Statute of Frauds. It is not claimed

that the agreement was within the Statute of Frauds,

but as we shall see presently the alleged oral agree-

ment was void for other reasons. Plaintiff in error

also contends that this objection was not good because

no contract could be created between himself and the

Morgan Grain Company until after its formation,

which occurred subsequent to November 26, 1920.

Whether or not such contention is true is, however,

immaterial. The parol agreement sought to be proved

was offered to show a modification of a written agree-

ment between Collins and Morgan and the other sub-

scribers, proof of which had been admitted in evidence

without a single objection. As far as this objection

to the evidence is concerned, it is immaterial whether

or not Collins ever had any agreement with the

Morgan Grain Company. The only question before

the Court was the admissibility of oral testimony to

prove the modification of a written agreement then in

evidence. As we shall now point out, there is no doubt

whatsoever that the offered testimony was not ad-

missible to modify such agreement.

The only testimony which the defendant offered in

defense to the action brought by plaintiff was that on

November 26, 1920, in San Francisco, he and T. E.

Morgan had a conversation at which time it was
orally agreed that the contract which Collins had
entered into in writimg to take 250 shares of stock in

the Morgan Grain Company and pay therefor $25,000,

of which the first payment of $5000 was to be made
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on December 1, 1920, should be modified to the extent

that Collins' subscription was to be reduced from 250

shares to 50 shares, for which he was to pay the sum

of $5000. It was admitted that Collins did pay to

plaintiff $5000 on account of stock subscription. It is

therefore the position of plaintiff in error that what-

ever he may have originally obligated himself to do in

writing, that that contract was modified by a subse-

quent oral agreement which he has fully performed

by the payment of the $5000 and that, therefore, he is

under no further obligation in this matter.

The alleged oral agreement between Collins and

Morgan was made in the State of California. In the

article on "Conflict of Laws" in Biding Case Law,

volume 5, section 25, it is said:

"It is a familiar rule, that the construction and
validity of a contract is governed by the law of

the place where it is made. This rule is based
on sound reasoning as well as authority, for while
persons have their places of domicil, and property
has its situs, it is clear that, apart from the law
itself in contemplation of which either expressly
or impliedly a contract is made, there is nothing
of a discernible i^ature that can serve to aid the

courts in determining the complicated questions
of conflict that continually arise. -^ * ^ Accord-
ingly, a contract valid where made is, as a rule,

valid everywhere, and a contract invalid where
made is invalid everywhere; and its validity or

invalidity so determined will generally be recog-

nized wherever it is sought to be enforced, even
though the law of the forum would have deter-

mined otherwise if applied."

The validity of the oral agreement made in Califor-

nia must therefore be governed by the law of Cali-

fornia.
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Section 1689 of the Civil Code of the State of Call-

fornia provides:

'^A contract in writing may be altered by a con-

tract in writing, or by an executed oral agree-

ment, and not otherwise.''

It is admitted that the alleged agreement between

Morgan and Collins providing for a reduction in the

subscription was not in writing. In order, therefore,

that the original written agreement could be altered

in accordance with the alleged terms of the oral agree-

ment it was necessary, under the law of California,

that the subsequent oral agreement be executed. Tak-

ing the testimony offered at its face vahie, let us see

whether or not under the law of California the alleged

subsequent oral agreement has been executed.

The case of Mackenzie v, Hodghin, 126 Cal. 591, 59

Pac. 36, is very much in point. In that case Hodgkin

had agreed in writing to deliver to assignor of plain-

tiff, Williams, Brown & Company, all grapes and

raisins grown and produced during a certain season

on his vineyard. He claimed that he had a subse-

quent oral agreement with Williams, Brown & Com-

pany pursuant to which he had agreed to deliver them

Valencia raisins on their oral promise to pay 3^^ per

pound for five car loads of them. He contended that

the Valencia raisins were not part of the original

written contract, which he contended included raisins

other than the Valencias, and that he had delivered

the Valencias and had executed his agreement. His

counsel argued that this constituted an executed parol

agreement and that, therefore, the evidence thereof

was admissible to alter the previous writing, under
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the terms of the Civil Code, section 1698. The Court

said:

^'We do not think so; we find no evidence that

Williams, "Brown & Co. ever paid anything as on a
purchase bv them of the Valencias; and, as con-

cerns Hodgkin, so far as appears he did nothing

under the alleged oral agreement which he was
not bound to do in the proper fulfillment of the

written contract; there was no evidence that cur-

ing raisins by the Valencia process, and delivering

the same when cured, was not the due and reason-

able performance of his prior written promise to

^cure and deliver' his entire crop. Obviously, the

executed oral agreement, which may be proved for

the purpose of altering a previous written con-

tract, must consist in the doing or the suffering

of something not required to be done or suffered

by the terms of the writing. (See Civ. Code,

sees. 1696, 1605, 1661 ; Pollock on Contracts, 161,

162; Vanderbilt v. Schreyer, 91 N. Y. 401.) True,

the defendant here testified that he sold the Va-
lencia raisins, but the alleged sale rests in mere
spoken words, which in themselves could not be

allowed to alter the writing; his acts toward the

execution of any contract were only such, as far

as proved, as the original agreement required him
to perform. A written instrument would afford

but a slight protection to the parties in such cases

if it coidd be varied in this manner; a bailment
could be converted into a sale, or a sale into a
bailment, according as the interests of either

party, after delivery of the goods might lead him
to the bcdief, real or feigned, that the delivery
had not been pursuant to the original writing, but
under a subsequent oral arrangement."

The case of Mackenzie v. Ilodgkin has been cited

frequently in later California decisions and stands

today as the law of California.
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Tinder the terms of the Civil Code, section 1698, and

as stated by the Supreme Court of the State of Cali-

fornia in the case of Piatt v. Butcher, 112 Cal. 636

:

"It is not the original contract as altered which

must be executed, but the oral agreement alone.''

Hence, as laid down in Mackenzie v, Hodghin, it is

essential that the acts to be done in performance of

the oral agreement are different from those required

to he done under the terms of the written agreement

or otherwise there is nothing to indicate but that the

acts performed were those required to be done under

the terms of the prior written contract.

Now, when we compare the later and subsequent

alleged oral agreement between Collins and Morgan

with the original written agreement and the acts done

by Collins, we find that the only act done by him was

the payment of the sum of $5000. This payment was

the same amount that he was required to make under

the terms of his written agreement on December 1,

1920. There is nothing, therefore, in the payment of

the $5000 to indicate that it w^as not done pursuant to

the original written agreement. On the payment of

the $5000 the Morgan Grain Company issued to Col-

lins a certificate for 50 shares of its stock. But it

appears from the record that there w^as nothing un-

usual in the Morgan Grain Company issuing the

certificate for the number of shares which the instal-

ment paid on account of the subscription would pay
for at par. It appears that, according to the resolu-

tion upon the company's minutes, this procedure was
followed with all the other subscribers and that, for
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instance, Geo. Wills & Sons, Ltd. received a certificate

for 252 shares, being 20 per cent of their subscription

of 1260 shares when they paid in one-fifth of the

amount of their subscription, and the record shows

that the same is true of all the other subscribers.

The result is, that the payment by Collins of the

sum of $5000 and the delivery by the Morgan Grain

Company of the certificate for 50 shares are the very

acts that were contemplated under the original agree-

ment and that nothing has been done by either party

that is not consistent with the performance of the

terms of the original written contract. Such being

the case, there is no evidence here of the alleged oral

agreement having been executed under the require-

ments of the laws of California. Hence, there being

no subsequent written agreement and the alleged oral

agreement not having been proved to have been exe-

cuted, the alleged oral agreement is invalid and cannot

be considered.

There is more to be said on this subject. It is also

the law in California and we dare say the law in

every state in the Union that the subsequent oral

agreement must be a valid one and must have a l)ind-

ing consideration. This is true even though the sub-

sequent agreement is in writing, and in the case of

Main St. etc. Co. v. L. A. Trac. Co., 129 Cal. 305,

where the subsequent agreement purporting to modify

the original written agreement was likewise in writ-

ing, the Court said:

"There can be no doubt of the principle con-

tc^nded for hy the appellant that an agreement
adding to the terms of an existing agreement be-
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tween the same parties, and by which new and
onerous terms are imposed upon one of the par-

ties without any compensating advantage, re-

quires a consideration to support it; though this,

of course, may consist either in a new considera-

tion or in some favorable modification of the orig-

inal contract.'' (Citing cases.) "An executory

contract may. indeed, be altered or modified by
the parties. ^Civ. Code, sec. 1698.) ^But ^ * ^

the variation of a contract is as much a matter

of contract as the original agreement' (Feterman
V. Parker, 10 Ired. 474) ; and a contract for such
variation, equally with other contracts, requires

a consideration. (Anson on Contracts, 88 (68).)"

And again in the case of Gordon v. Green, 61 C. A.

768, 197 Pac. 955, there was an agreement between the

lessor and the lessee that the rental provided for in

the lease should be reduced for a considerable period

of time due to the general business depression in Los

Angeles, and pursuant to this agreement the defend-

ant paid to the plaintiff the reduced rental. The

Court said:

"In the absence of any sufficient consideration

the law supplies no means and affords no remedy
to compel the performance of a contract. Neither
the promise to do nor the actual doing of that

which the promisor is by law or subsisting con-

tract bound to do is a sufficient consideration to

support a promise made to the person upon whom
the legal liability rests, either to induce him to

perform what he is bound to do or to make a

promise so to do. Accordingly it has been held

in this state that neither a promise to perform a
duty nor its performance constitutes a considera-

tion for a contract." (Citing cases.) "The modi-
fied agreement as found by the court to have been
made between the parties, was, therefore, a mere
ntidnm pactiiin, which did not relieve the defend-

ant from the obligations imder his lease."
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The original contract obligated Collins to pay $5000

on December 1, 1920, and his agreement to pay or his

payment of that sum was nothing more than carrying

out what the original contract provided and, there-

fore, there was no consideration for the alleged oral

agreement between Collins and Morgan under which

Collins was merely to pay the sum of $5000, as he was

already obligated to pay that amount. Furthermore,

the alleged oral agreement is invalid not only under

the laws of California but in practically every state in

the Union. The alleged agreement was a promise on

the part of Collins to pay something less than the

written agreement provided. The first payment under

the written contract of $5000 was due on December 1,

1920. The amount due from Collins was definite and

certain both as to amount and as to dates of payment.

The agreement alleged by Collins may be treated as

an attempted satisfaction of his admitted ^^a4tten con-

tract by paying an amount less than called for, and in

discussing such contract. Corpus Juris, vol. 1, page

539, says:

"Where the debt or demand is liquidated or cer-

tain and is due, payment by the debtor and re-

ceipt by the creditor of a less sum is not a satis-

faction thereof although the creditor agrees to

accept it as such if there be no release under seal

or no new consideration given. Payment of a
less amount than is due operates only as a dis-

charge of the amount paid, leaving the amount
still due and the creditor may sue therefor not-

withstanding the agreement."

In support of this statement hundreds of cases are

cited from practically every state in the Union in-

cluding California.
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What we have said heretofore establishes, we be-

lieve, the inadmissibility of the offered testimony

relating to the alleged subsequent oral agreement. It

makes no difference whether the agreement entered

into by Collins on November 4, 1920, is considered to

have been merely a written agreement between him-

self and Morgan or whether to such agreement WiUs,

Anderson and Sibley are also considered parties. Even

if the agreement was solely between Collins and Mor-

gan, nevertheless, under the law of California the

alleged subsequent oral agreement was not admissible

nor was it a valid agreement for lack of consideration

under the law of any state.

There is, however, a further obvious objection to the

admissibility of the alleged subsequent oral agreement.

There was no prox)osal to prove that Anderson, Sibley

and Wills were parties to the alleged subsequent oral

agreement. We have shown that the contract of No-

vember 4, 1920, was in fact an agreement between

Collins, Morgan, Wills, Sibley and Anderson, and

without the unanimous consent of all the parties to the

original agreement, no one thereto could be wholly or

partially released from his obligations.

Minn, Threshing Machine Co. r. Davis, supra.

While it is true that in many states a subsequent

oral agreement based on sufficient consideration may
be introduced to modify a written agreement, such is

not the case in California unless the oral agreement

has been executed and we have shown that in view of

the decisions of the Courts of California and the facts

herein the alleged testimony as to the alleged subse-

quent oral agreement was not admissible. Further-
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more, the alleged oral agreement was lacking in con-

sideration, being merely a promise to do what the

obligor was already bound to do and was therefore

invalid. From these considerations we respectfully

submit that the evidence offered at the trial of the

alleged subsequent oral agreement, offered to show a

modification of the agreement shown by the evidence

to have been entered into between Morgan, Collins and

others, w^as properly excluded.

THE CONTENTION THAT UNTIL THE MORGAN GRAIN COM-
PANY WAS FORMED NO CONTRACT BETWEEN IT AND
COLLINS COULD EXIST, HENCE THAT UNTIL SUCH
FORMATION COLLINS' SUBSCRIPTION WAS A MERE
OFFER WHICH HE WAS FREE TO REVOKE, AND THAT
HE DID REVOKE IT.

The foregoing proposition admits that if Collins

did not repudiate his subscription prior to its ac-

ceptance by the Morgan Grain Company, that a

definite agreement then was created between the

parties to this action. It was proved that on De-

cember 15, 1920, the Morgan Grain Company by

resolution duly adopted formally accepted the various

subscriptions to its stock, of which that of Collins

was one. Before discussing the soundness of the

foregoing proposition let us first determine whether

or not the evidence shows any repudiation by Collins

prior to December 15, 1920, of his binding offer to

take stock.

The transcript discloses only the following testi-

mony bearing on the subject;



53

'Tol. Raley (dictated to the steno^apher) :

The witness Collins being upon the stand, and
the question being propounded to him ^What was
said at that time between you and Mr. Morgan,
Mr. Sibley being present, with reference to this

subscription?' Counsel now offers and says that
if the witness were permitted to testify, he would
answer and say:

That at the Fairmont Hotel on the 26th day
of November, 1920, the defendant and T. E.
Morgan, H. G. Sibley being present, the defend-
ant Collins said to T. E. Morgan, that he had
come down to see him, and felt that he must
cancel his subscription to the stock in the Morgan
Grrain Co. That thereupon T. E. Morgan said

to him in substance, ^If you cannot take it all,

will you take $5000?' Collins replied to that and
said, ^Yes, if you will agree to the cancellation

of the subscription from $25,000 down to $5000,

I will take $5000 and pay for it as soon as the

call is made for it.' That thereupon, Morgan
said. ^That is perfectly agreeable; we will cancel

your subscription down to $5000 and when we
make a call vou can pay the $5000 in cash.'

That is all.*^

Court. Have you any other testimony.

Col. Raley, We have no other."

(Trans, pp. 55, 56.)

Assuming for the moment, for the sake of the

argument, that Collins had the right to repudiate his

binding offer, can the foregoing offered testimony

reasonably be construed as a repudiation? Collins

said that '^he felt that he must cancel his subscrip-

tion". But he did not say that he did so. On the

contrary, the record shows that before Collins had

taken any definite action Morgan is alleged to have

suggested a modification of the subscription agree-

ment. The offered testimony shows that Collins con-
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sidered himself legally bound by his agreement of

November 4, 1920, to take 250 shares of the Morgan

Grain Company stock and that he asked Morgan's

consent to a modification of his original agreement

and that Morgan is alleged to have consented. The

testimony offered is of a subsequent oral agreement,

tendered to prove that the original agreement was

modified. The testimony offered is directly contrary

to a repudiation. How can this testimony be offered

to establish the making of a subsequent agreement

purporting to modify an admitted existing and en-

forceable obligation under the original agreement and

be at the same time a repudiation of the obligation

of that agreement? We submit that the offered tes-

timony does not purport to be a withdrawal, or

repudiation, of his original subscription, and that on

any theory, whether or not Collins had the right to

revoke his subscription, he did not do so, and there-

fore he became liable for the full amount of his

subscription on the organization of the Morgan Grain

Company and its acceptance of his subscription by

formal resolution on December 15, 1920.

Assuming, however, that the foregoing offered tes-

timony should be construed as proving that Collins

actually repudiated his subscription, let us consider

the soundness of counsels' major contention. Plain-

tiff in error maintains that as between himself and

defendant in error no contract could exist until the

latter was incorporated and that therefore up to that

time his subscription was a mere offer, which he had

the right to withdraw.
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Let it be admitted at the outset that there are many
cases supporting this proposition. In a number of

states the Courts have looked only at the relation

between the individual subscriber and the non-existent

corporation and have held as an obvious proposition

that until the corporation is formed, no contract be-

tween the subscriber and it can exist and hence the

subscriber has merely made an offer to it which he

can revoke prior to acceptance.

Considering a number of unrelated, individual sub-

scribers who have offered to take stock in the pro-

posed corporation without any agreement among

themselves so to do, there is little to criticise in this

self-evident proposition. The trouble is that the prop-

osition is only applicable where there is no agreement

among the siihscribers to take stock, or where the

subscriber has received no consideration for his prom-

ise to hold open his offer to the proposed corpora-

tion for acceptance. The existence of such a binding-

agreement among the subscribers, or the presence of

other consideration—i. e., a subscription under seal

—

changes the entire aspect. The Courts which have

followed this view where binding agreements have

existed among the subscribers to subscribe, have

simply ignored essential facts and obligations.

It is not that the courts which have followed the

view contended for by counsel have denied there was

a binding agreement between the subscribers to offer

to take stock in the corporation. They have simply

ignored that phase of the case. Probably the leading

case propounding the theory under discussion is Hud-
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son Real Estate Co. v. Tower, 156 Mass. 82, 30 N. E.

465. In that case it was said

:

''A subscriiJtion prior to incorporation may be
withdrawn before the incorporation, notwith-
standing it is under seal, not because of want of
consideration, since the seal wottld^ render a con-
sideration unnecessary, but on the ground that
for the time being and until the corporation is

organized tlie writing does not take effect as a
contract because the contemplated party to the

contract on the other side is not jqX in existence,

and for this reason, there being no contract, the

whole undertaking is inchoate and incomplete,

and since there is no contract the party may
withdraw." (Italics ours.)

In many of the cases which appear to support this

proposition it will be found on examination that there

was no binding agreement among the various sub-

scribers to take stock or that the subscriber had not

received any consideration for his promise to hold

out an offer to the proposed corporation; in other

words, there were a number of unrelated offers with-

out any obligation on the part of the offerer to

continue to hold out an offer. In such cases where

the subscriber has withdrawn an offer before ac-

ceptance and the Courts have held him not liable

on the ground that no contract existed between him

and the corporation there is no criticism. But where

there have been binding agreements among the sub-

scribers to take stock in the proposed corporation

or the subscriber has received some consideration,

as for example, his subscription is under seal, the

Courts which have followed the proposition advanced

by counsel have fallen into the error of looking only
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at the relation between the subscriber and the cor-

poration and not also at the contract among the sub-

scribers. They say that no contract could exist be-

tween a non-existent corporation and the subscriber,

but they overlook the important fact that the sub-

scriber is not free to withdraw his offer to subscribe

because of his agreement with his co-subscribers, at

least for a reasonable time, and that after the cor-

poration is formed it can accept the offer and thereby

make a binding agreement directly between the cor-

poration and the subscriber.

Commenting on the line of decisions which enunciate

counsels' theory, the Court in Nebraska Chicory Co.

V, Lednicky, 113 N. W. 245 (Neb.) said:

^^ Defendant contends, however, that one who
signs a subscription paper, whereby he agrees to
take a certain number of shares in a corporation
thereafter to he forwedy does not become liable
as a stockholder. * * * There are courts
notably Kansas, Massachusetts, Michigan, Penn-
sylvania and West Virginia which hold to this
doctrine: Nemaha Coal v. Seattle, 54 Kans. 424;
Hudson Real Estate v. Tower, 16 Mass. 10;
Shurtz V. Schoolcraft, 9 Mich. 269; Parker v.

North, 33 Mich. 23 ; North v. Eslow, 40 Mich, 222

;

Fair Ass'n v. Walker, 88 Mich. 62; Tavern Co.
V. Burkhart, 87 Mich. 182 ; Traction Co. v. Green,
143 Pa. 269; Auburn Bolt v. Rchulz, 143 Pa. 256;
Greenbrier v. Rods, 37 W. Ya. 738; Thrasher v.

Peke, 25 111. 393; Sedalea v. Wilkerson, 83 Mo.
235. The doctrine of these cases cannot he re-

garded as settled in Americam Latv. This rule

proceeds upon the narrow and strict ground that
a contract, such as will bind the intending ob-
ligors, must be tendered to the other contracting
party, to an artificial being not yet in esse, and
in the precise statutory mode, or not at all.''
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The Court further said:

''We think the rule for tvhich defendant con-

tends proceeds upon too strict mid narrow
grounds amd> should not he adopted in this state.

There is good authority for our conclusion. * ^ ^

Such a contract is 'based upon a sufficient con-

sideration. Such stibscriptions are mutual prom-
ises among the subscribers as toward, each other^

and this mutuaMty of promise among the sub-

scribers constitutes a sufficient consideration for

such a subscription. There is in the act of the

particular subscriber, in subscribing tvith others, a

mutuality of promise which obliges him to make
good the promise to the corporation after it comes

into existence.'' (Italics ours.)

After all, what is there peculiar to an agreement

among a number of persons to take stock in a cor-

poration to be formed that should prevent the ap-

plication thereto of well established principles of the

law of contracts? Is there any difference between

such an agreement and an option contract based on

a valid consideration? Is it not, indeed, really an

option agreement in favor of the corporation to be

formed? Have not the parties to the agreement for

a consideration given to the corporation to be formed,

when formed, the right or option of requiring the

subscribers to take and pay for its stock at a specified

price? In what essential does such agreement differ

from the ^^puts" that are dealt in every day on the

stock exchanges throughout the United States?

Speaking of a ''put" it is said in 27 C. J., pp. 992,

994:

''A 'put' is the privilege of delivering or not

delivering the thing sold: an offer to buy prop-

erty left open for a certain length of time for
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the acceptance of the other party, in considera-
tion of a stated amount of money.''

In Cook on Corporations, vol. 2, p. 904, it is said:

**A 'put' is a contract whereby a person has
the privilege of requiring another person to take
from the former certain specified stock at a speci-

fied price at any time within a specified period
of time, the former not being bound to sell."

The fact that in a ''put" one party for a con-

sideration may be bound to accept delivery of stock

of a corporation and pay a specified price, while the

other is not obligated to sell, does not prevent the

Courts from holding that the person who has offered

for a consideration to accept delivery of the stock

cannot withdraw his offer and upon its acceptance

he is bound to take the stock and pay for it the

specified price, while the other person is then obligated

to deliver the stock.

27 C. J,, 1062;

Bigelow v. Benedict, 70 N. Y. 202, 26 Am. Rep.

573.

Frequently in leases as part of the consideration a

provision is included giving the lessee or a corpora-

tion which he may cause thereafter to be formed the

privilege of purchasing the leased property at a speci-

fied price. Early American and English decisions

held the lessor was free to withdraw his offer at any

time prior to its acceptance, even though he had re-

ceived consideration for making it, on the ground of

lack of mutuality. But the Courts now unanimously

compel the optionor to transfer the property to the

optionee upon the latter 's acceptance of the offer, and
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this though the optionor had previous to acceptance

stated he had withdrawn his offer. Thus in 35 C. J.,

p. 1039, it is said:

^^The lessor cannot withdraw his offer before

the time for its acceptance has expired. * * *

The option constitutes a complete purchase of a

right to have a conveyance after the purchaser
shall choose to pay on the terms named."

Is there any difference in principle between such con-

tracts and the one involved in this action?

While it now is well established that such agree-

ments as "^puts", "calls" and other forms of options

are valid and will be enforced and that the offeror

cannot withdraw, it is interesting to note that in the

early decisions the Courts were misled in the same

way on the subject of lack of mutuality, as some

Courts are still with reference to similar contracts

for subscription to stock in a corporation to be

formed. Thus in Hayes v. O'Brien, 149 111. 411, 37

N. E. 73, 23 L. R. A. 555, the Court said:

^^The doctrine of the earlier English and
American cases, in which it was held that the

want of mutuality of obligation and remedy would
render the contract incapable of specific enforce-
ment, has, by the more modern cases, been so

modified that optional agreements to convey, with-

out any corresponding obligation or covenant to

purchase, will now be specifically enforced, in

equity, if made upon sufficient and valuable con-

sideration. And so, where the agreement to con-

vey is a part of a lease or other contract between
the parties, for which the agreement to convey
forms the true consideration, the want of mutual-
ity will not avoid the contract." (Italics ours.)



61

Speaking of this type of contract, it is said in 13

0, J., p. 294:

'' ^Refusals' of land or goods for a certain
time, are offers irrevocable in their nature in two
cases, namely, (1) where the offer has become
a promise by being founded on a consideration,

and (2) where it has become a promise because
it is made under seal. Where the offer is founded
on a consideration, as where something is paid
or promised for the option or refusal, the offer

cannot be withdrawn, but continues in force until

the expiration of the time limited for its ac-

ceptance."

Many cases are cited in the footnotes to the al)ove

citation in support thereof.

The Courts, therefore, which permit a subscriber

to withdraw his offer where he has for a considera-

tion agreed not to do so, on the ground that there is

no mutuality, are looking at the transaction in this

same narrow way that the earlier decisions treated

other forms of option agreements. Either that, or

they are proceeding on the theory that though the

offerer has agreed to hold out his offer he can, never-

theless, break his contract, withdraw his offer, and

be liable for damages on his original agreement to

hold the offer out. In none of the cases allowing the

subscriber to revoke has this theory been advanced,

though it is the only logical one upon which the deci-

sions can be predicated in view of the existing valid

subscription agreements. But even this proposition

has been discussed by the Courts and held unsound.

Thus in 13 C, J., p. 294, it is said

:

'^It has been suggested that there can be no
meeting of minds by an acceptance after the
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offer has been revoked and the revocation com-
municated to the offeree; that there can, there-

fore, be no contract of sale which can be enforced,

but that the offerer is simply liable in damages
for the breach of his agreement to keep the offer

open. But the correct view would seem to be

that, where the offer is under seal or is founded
on a consideration, it has become more than an
offer; it has become a promise of condition. And
as a promise cannot be revoked without the con-

sent of the promisee, although the latter may not

perform the condition of accepting within the

time limited, yet if he does he is entitled to

demand performance.''

Professor Williston of Harvard University, dis-

cussing this subject in his work on Contracts^ vol. 1,

sec. 61, says:

^^ Every offer, as has already been seen, is a
promise. It follows that if a seal is put upon an
offer, it becomes a binding promise. The promise
is, of course, conditional and until the perform-
ance of the condition is made or tendered, there

will be no liability upon the promise, but in this

respect the promise does not differ from any con-

ditional promise in a contract. So, if considera-

tion is paid for an offer, though no seal is at-

tached, the offer is a contract. Such contracts

are generally called options.

Instead of m.aking the promise contained in

an offer directly enforceable by means of a seal

or consideration- not infrequently a collateral

promise is made by the offerer that he will leave

the offer open for* a specified time, and this col-

lateral promise is supported by seal or considera-

tion. It has been suggested that in such cases

the offerer has the power to revoke his offer,

thereby rendering himself liable in damages, not

on the main contract which he offered to enter

into but on the subsidiary promise to leave his

offer open; but since the agreement on the part of
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the offerer that his offer shall remain open can
readily be enforced, and the intention of the par-
ties carried out by simply regarding the offer

as irrevocable during the agreed period, it is

hard to find a good reason why the law should
not thus specifically enforce the contract; and,
in fact, without regard to whether the offerer

expressly promised for consideration to leave his

offer ox)en for a fixed period by a collateral prom-
ise, or simply made the main promise in the offer

though conditional upon some future performance
binding by present consideration, the courts in

both cases have held the offer irrevocable.

And so in jurisdictions where a seal still has
its early significance if the offer was under seal.

Most of the cases cited on the point relate to

options for the sale of land, and the suggestion

is possible that as the contract proposed by the

offer in such a case would be specifically enforce-

able because it relates to land the subsidiary con-

tract to keep the offer open might also be speci-

fically enforced, without admitting that such sub-

sidiary agreements are specifically enforceable

when the offer is of a different character. But
none of the cases take this distinction and there
is authority for the same rule in the case of an
offer to sell chattel property. An offer or option
made binding by consideration or a seal differs

only in this respect from other conditional con-
tracts:—In most contracts, even conditional con-
tracts, it is the giving of the consideration, if the
contract is unilateral, or the performance of the
promise given as consideration if the contract is

bilateral, which is the real price or equivalent of
the performance of the promise by the other side.
The performance of conditions, however essential
to the right to enforce performance from the op-
posite party, is not itself the performance re-
quested in exchange by that party. But, in an
option performance of the condition is also giving
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the requested price for the performance of the

other side to the contract."

Professor Williston cites many cases in support of

his statement, among them being decisions of the

Federal Courts, and Courts of California, Oregon and

New York, viz.

:

Matthems Slate Co. v. New Empire Slate Co.,

122 Fed. 972;

Reese Co. v. House, 162 Cal. 740;

Marsh v. Lott, 8 Cal. App. 384

;

Fuller V. Artman, 69 Hun. 546, 24 N. Y. S. 13;

House V. Jackson, 24 Ore. 89, 32 Pac. 1027.

It is immaterial whether or not the optionee is in

existence at the time of making the option agreement.

The Courts that have allowed the subscriber to with-

draw before the corporation is formed have argued

that until it is formed no contract can be entered into

and hence the subscriber may withdraw. But the

right to withdraw is based on the proposition that

there is no contract. Even if the corporation were in

existence, until it accepted the subscriber's offer he

would still be free to withdraw, if he is not bound by

his agreement with other subscribers to keep the offer

open. There is, therefore, no validity to any distinc-

tion between subscriptions made prior and those made

subsequent to incorporation. Until the corporation

accepts no contract between the corporation and the

subscriber exists, and therefore it is immaterial

whether or not the corporation is in existence at the

time the offer is made. But where the offerer has

agreed with others for a consideration to maintain his
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offer he cannot withdraw it, and when the proposed

corporation is formed it may accept the offer. There

is no question of lack of mutuality involved, though

certain Courts have gone off' on that tack. In

Pomeroy's Equity Jnrispnidence, vol. 6, sec. 773, the

author says:

•^Courts of equity often speak of enforcing an
option as if such enforcement were an apparent
exception to the rule of mutuality. In fact mutu-
ality has nothing to do ordinarily with contracts

of option. The option is only a binding offer.

The promisor has parted ivith the right to tvith-

draw his offer. There is nothing to enforce in

equity before the exercise of the option, as the

promisee has already obtained his right,—to have
the off'er kept open. Upon the exercise of the

option, i. e., the acceptance of the offer,—and the
filing of the bill by the promisee would be one
way of exercising it,—the option ceases as an
option, and equity has an ordinary bilateral con-

tract to deal with. Thus it is usually said that

an option to renew a lease is enforceable at the
will of the lessee having the option. In fact the
lessee must first exercise his option and then he
has a binding contract for the renewal, and not
an option. It can make no difference that defend-
ant has tried to withdraw the option. He bound
himself not to do so. This view is further sup-
plied by the enforcement of an exercised option
which was under seal, and without actual con-
sideration. The offer being under seal cannot be
withdrawn. Upon its acceptance, the court can-
not be concerned with the lack of consideration
(which is a good defense to specific performance
in equity) for it is the contract and not the option
that is being enforced.^' (Italics ours.)

We submit that the foregoing exposes the fallacy

of the theory that a subscriber who has agreed for a
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consideration to hold out an offer to take stock can

nevertheless withdraw it. In view of the number of

authorities which have followed this fallacious theory

we have taken the space to point out the error of

their reasoning. Counsel assert that these authorities

are in the vast majority. This is not the case. As

said by the Court in Nebraska Chicory Co. v, Led-

nickiiy 113 N. W. 245, in criticising these cases {supra,

p. 57) :

^'The doctrine of these cases cannot be regarded

as settled in American law. This rule proceeds

upon the narrow and strict ground that a con-

tract, such as will bind the obligors, must be

tendered to the other contracting party, to an
artificial being not yet in esse, and in the precise

statutory mode, or not at all. * ^ * We think

the rule for which defendants contend proceeds

upon too strict and narrow grounds and should

not be adojjted in this state." (Italics ours.)

And again as to the weight of authority on the

question in monograph thereon in 33 L. R. A. 593,

it is said

:

'^The cases seem to agree that if there has been
a perfected contract the subscriber cannot release

himself from liability. * * -^ There is a diver-

sity of opinion whether or not signing a pre-

liminary subscription paper will make a coutract

from which there is no withdrawal. One line of

eases, which appears to be the most numberous,

follows the old English rule that such agreement
is binding, while another adopted the rule in

Bryant v. Felt that the subscription may be with-

drawn before the corporation is organized."

(Italics ours.)
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Having pointed out the fallacy of the decisions

which support counsels' proposition, it is unneces-

sary to take up one by one the cases which are cited

in their brief. In some of them the cases can be dis-

tinguished on the facts, but in others the Courts have

been misled as we have heretofore indicated. Fur-

thermore, it is unnecessary to discuss the cases cited

for the reason that the doctrine for which counsel

contend has been discarded in the jurisdictions whose

law should govern in this action. We pointed out on

page 44 supra that ^4t is a familiar rule that the

construction and validity of a contract is governed by

the law of the place where it is made''. The original

subscription agreement among the subscribers was

made in New York and its construction should there-

fore be governed by the law of that state. Counsel

urge that subscriptions to stock of a corporation are

to be construed according to the law of the domicil

of the corporation—in this case the State of Delaware.

As a matter of fact, no decision has been rendered by

the Courts of Delaware on the questions involved in

this action. It will be noted that no authority from

the State of Delaware is cited by plaintiff in error.

Indeed, the assertion that contracts of subscription are

to be governed by the law of the domicil of the cor-

poration is perhaps too broad, for in the case of

Nashua Savings Bank v, Anglo-American Land Mort-

gage Co., 189 U. S. 221, 47 L. ed. 782, the Supreme

Court stated the rule to be ^^by subscribing to stock

in a foreign corporation defendant subjected itself to

the laws of such foreign country in respect to the

poivers and obligations of such foreign corporation^'.
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But in any event, the law of Delaware could only re-

late to the contract of subscription entered into be-

tween the subscriber and the corporation ; it obviously

can have no relation to the contract among the sub-

scribers to hold out an offer to the corporation for

acceptance. That agreement was entered into in New
York and under the principal above stated would have

to be governed by the law of that state.

It is, moreover, well settled that ^Svhere the con-

tract is to be performed in a place other than that in

which it is made, the parties, according to the general

trend of American authorities, are presumed to adopt

the law of the place of performance as the law of the

contract".

12 C. J, 450.

Or, as stated, Penobscot etc. R. R, Co, v. Bartlett,

12 Gray 244 (Mass.) :

^^The rule is familiar that if a contract, either

expressly or by implication, is to be performed
in a place other than that where it was executed,

then, according to the presumed intent of the
parties, its validity, obligation, and interpretation

are to be governed by the law of the place of per-
formance: Story's Confl. L., sec. 280. The law of
the place where the contract is made can never
be the rule of its interpretation, if it is entered
into with a view to the law of another country
or state."

Looking first at the contract entered into between

the subscribers in the State of New York, it would

appear that that contract, to which the Morgan Grain

Company was not a party, having been made in New
York should be governed by the law of New York.



69

It is also clear, however, from the record in this case

that the contract was to be performed in California.

Though the corporation was organized later mider

the laws of Delaware, its business was that of purchas-

ing grain on the Pacific Coast. It appears that a

lawyer in San Francisco organized the Morgan Grain

Company and that the meeting of the board of direc-

tors was held in that state. (Tr. p. 46.) The $5000

which Collins paid—$3500 paid by himself and $1500

by Wills—was paid in San Francisco. The call for

the balance of the subscription required the payment

to be made to the treasurer of the company at San

Fi-ancisco. (Tr. p. 48.) It w^ould therefore appear

that the contract of subscription, intended to be per-

formed in San Francisco, would be governed by the

laws of California. The laws of California and of

New York are the same with reference to the obliga-

tion of such subscription agreements, so it is not

necessary to decide which of these jurisdictions should

obtain; but at any rate, it is clear that if the place

of performance is to govern, then the law of Delaware

does not have to be considered.

Turning to the subscription contract entered into

between the Morgan Grain Company and Collins by

its acceptance of Collins' offer on December 15, 1920,

this contract was made in California. It appears

that the meeting of the board of directors of the

Morgan Grain Company of December 15, 1920, at

which the resolution accepting the various subscrip-

tion offers was adopted, was held in San Francisco.

This contract was clearly payable in the State of Cali-

fornia and, as we have already pointed out, Collins
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made a portion of his payment in San Francisco and

the call for the balance reqiiired it to be paid in San

Francisco, That the parties contemplated that the

contract was to be performed in San Francisco is

clear from the entire record ; for example, in the very

begimiing Collins in his telegram and letter to Morgan

stated that he would meet him in San Francisco and

^^ arrange working scheme". Hence both as to the

original subscription agreement among the subscribers

and as to the contract between Collins and the Morgan

Grain Company they are governed either by the law

of California or New York and therefore it is not

necessary to discuss the law in other jurisdictions.

However, it may be said that in the State of Oregon,

where this action was tried, there has been no decision

directly on the questions involved in this case. The

case of Balfour v. Baker City Gas Co,, 27 Or. 306,

involved a subscription agreement, and in its quota-

tion from the opinion of the Court in Minnesota

Threshing Machine Co. v. Davis, 40 Minn. 110, 41

N. W. 1026, the Court indicates its disapproval of

the theory that the subscriber may withdraw where he

has received a consideration for his promise to hold

out an offer to take stock to the corporation for

acceptance.

Furthermore, it appears that this case was tried in

the lower Court on the theory that it was not governed

by the law of the forum, Oregon, or of the law of

Delaware, the domicile of the Morgan Grain Company,

but that it was governed by the law of New York and

California. Without objection there was admitted in

evidence the case of Lake Ontario, Auitirn eft N. Y.
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Ey, Co. V. Mason, 16 N. Y. 451. This case was ad-

mitted to establish what was the New York law under

the claim of counsel for plaintiff that the New York

law governed as to the subscription contract made

in New York. The lower Court decided the case on

the theory that the California and New York law gov-

erned (Tr. p. 55) and counsel for Collins made no

claim that the law of Delaware or even the law of

Oregon, the forum, governed. It is well settled that

^^when a case is tried by both parties upon the theory

that the law of the forum governs, a party cannot, on

appeal, take the position that the laws of another

state should have applied. ^ * ^ The same principle

applies where the case is tried on the theory that the

laws of another state govern/'

3 C. J., p. 723, and cases cited.

It is now too late to contend in this Court that the

law of Delaware or of any jurisdiction other than

New York and California govern the validity of the

contracts involved in this action.

In view of the foregoing, we shall therefore confine

ourselves to establishing what is the law of the states

of California and New York on this question.

The line of authorities, among which are to be

found the Courts of California and New York, which

have enforced a subscription agreement in favor of

a corporation where the subscriber has received a

consideration for making it in spite of the fact that

he has withdrawn the offer before its acceptance by

the corporation have proceeded along two theories.

One line of cases holds that the agreement of the

subscribers to take stock in the proposed corporation
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is a binding contract with the mutual promises as a

consideration, and that hence no subscriber can with-

draw the offer which he has agreed to hold out to the

proposed corporation, and that after the corporation

is organized and it accepts the offer a contract between

it and the subscriber then exists which it can enforce.

The second theory is that there is a binding agree-

ment between the subscribers with their mutual prom-

ises as a consideration, and since the promise of each

subscriber is to take certain stock in the proposed

corporation, the agreement is for the benefit of the

corporation and it may enforce it when it is formed.

This line of cases is to be found in those states, among

them Oregon, California and New York, which permit

a contract between two parties to be enforced by a

third person for whose benefit it is made.

The line of cases which adopt the first theory avoid

the fallacy of the cases upon which plaintiff in error

relies, that in spite of a binding agreement not to with-

draw an offer, the offerer can do so. They disregard

the attempted withdrawal of the offer and on the ac-

ceptance thereof by the corporation, when formed, they

enforce the new contract between the subscriber and

the corporation. This theory has been stated best, per-

haps, in the leading case of Minnesota Threshing Ma-

chine Co, V. Davis, 40 Minn. 110, 41 N. W. 1026. In

that case the defendant subscribed to stock of a corpo-

ration to be organized, and later other persons, with

knowledge of his subscription, also subscribed and

when the corporation was later formed it sought to

enforce the subscription. The Court said

:

^*A subscription by a number of persons to the
stock of a corporation to be thereafter formed by
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them has in law a double character. First, it is

a contract between the subscribers themselves to

become stockholders, without further act on their

part, immediately upon the formation of the cor-

poration. As such contract it is binding and
irrevocable from the date of the subscription (at

least in the absence of fraud or mistake), unless

cancelled by the consent of all the subscribers

before acceptance by the corporation. Second, it

is also in the nature of a continuing offer to the

proposed corporation which, upon acceptance by
it after formation, becomes as to each subscriber

a contract between him and the corporation. '

'

This case has been frequently cited and, as previ-

ously stated, the foregoing is quoted by the Oregon

Supreme Court in Balfour v. Baker City Gas Co.,

27 Or. 306.

The second theory has been enunciated in those

states which permit a third person to enforce a con-

tract between others, for his benefit. Among such

states are Oregon, New York and California. The

application of this theory avoids the difficulty which

the Courts who support counsels' proposition find to

enforcing a subscription of a person who has at-

tempted to withdraw his offer prior to the formation

of the corporation. These Courts are miable to find

under such circumstances any agreement between the

subscriber and the corporation. We have shown the

fallacy of this reasoning. But even assuming that

the withdrawal of the offer is effective as far as the

corporation is concerned and that no new contract

between it and the subscriber is ever made, still the

original agreement between the subscribers exists un-

impaired. That agreement could only be rescinded

by a mutual agreement of all the subscribers. And
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since the corporation is a beneficiary of that agree-

ment the corporation when formed can enforce it.

It may be said at this point that there can be no

doubt that in this instance the contract entered into

beween the subscribers was for the benefit of the

Morgan Grain Company and therefore enforceable by

it under the laws of California, New York and Oregon.

We have previously discussed this subject and pointed

out that the actions of Collins himself demonstrate

that such was the case. (See supra pp. 33, 34.)

We will now quote from a number of authorities

from New York and California to establish that under

the law of those jurisdictions the plaintiff in error

cannot escape his liability on his contract by any

arbitrary revocation thereof. We will begin with

quoting from a New York case which bears a remark-

able resemblance to the case at bar—in fact, is almost

its duplicate.

Phoenix Warehousing Co, v. Badger^ (N. Y.)

6 Hun. 294

:

In this case the defendant and a number of others

agreed to take stock in a corporation to be foimed.

The defendant agreed to take 250 shares of the stock

of the plaintiff corporation and made this agreement

prior to its incorporation. The defendant proved that

at the time he made the subscription agreement it was

agreed between himself and the promoters that he was

in fact only to take 50 shares. This agreement is the

identical agreement that Collins offered to prove in

this case. If Collins' testimony as to the subsequent

oral agreement with the promoter is to be considered

as a revocation of his subscription agreement, the same
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must be said with reference to the agreement which

the defendant in the above case had with the pro-

moters of that corporation. Yet the Court held that

the subscription agreement he had entered into to

take 250 shares was a binding contract for a con-

sideration and that it inured to the benefit of the

corporation when formed, so that the corporation

could enforce it. It will be noted in the following

quotation that the Court cited the case of Lake

Ontario v. Mason, 16 N. Y. 451, which was introduced

in evidence in this action and to which we will refer

later on. The Court said

:

"The only subscription made by the defendant,

was to the certificate whereby the corporation was
created by placing opposite to his signature the

num.ber (250) of shares taken by him. and the

defendant now claims that the execution of the

certificate hy him was not sufficient as a sub-
scription, and did not bind him to take the stock

thus subscribed for. We consider the law to be
otherwise, and that the subscription in question
was binding on the defendant and inured to the

benefit of the corporation. (Buffonv Citv R. R.
Co. V. Dudley, 14 N. Y. 336; Lake Ontario etc.

F. R, i\ Mason, 16 N. Y. 451 ; and note Davton v.

•Boest, 31 N. Y. 435.) Fifty shares of the 250
subscribed for by the defendants were paid for
by him, and by his direction transferred to an
iron manufacturing companv, of which he was the
president, and he insists that at the time of the
subscription it was agreed between himself and
the other projectors of the enterprise, that he was
in fact omlij to take f^ftif (oO) shares of the stock.

If this was so, being inconsistent with, and in
contradiction of, his subscription he could not be
permitted to set it up. (Conn. etc. R. R. Co. v.

Bailey, 24 Vt. 465 ; Pescalaqua Perry Co, v. Jones,
39 N. H. 491.) The evidence tends to show that
the defendant was encouraged to believe that



76

some of the other parties would take the excess

over fifty shares off the hands of defendant, im-

mediately on the organization of the company,
and that he subscribed for the 250 shares, relying

upon such representations. If any of the other

parties made any binding engagements with the

defendant to purchase of him the excess over fifty

shares, his remedy is against the individual party
or parties who made such agreement. The cor-

poration was not at the time in existence, and as

against creditors, at all events, he cannot be per-

mitted to contradict the tenor and legal effect of

his contract.'^

Eastern Plank Road Co. v, Vaughn^ 14 N. Y.

551:

"I see nothing in the language of the subscrip-

tion which can be fairly construed to amount to a

request that the payees, Boyd & Word, shall do any
act or perform any ser^dce in respect to the for-

mation of a company for the purpose of building

the road; and the judge has not found, nor do we
think the evidence shows, that other persons have
assumed liabilities or incurred expense upon the

faith of the defendant's subscription under such
circumstances as would estop him from setting

up want of consideration. But the promise con-

tained in the subscription purports to be made
*for value received,' and it has frequently been
held that those words used in any written contract

for the payment of money, are sufficient prima
facie to establish a consideration. The burden
rested, therefore, upon the defendant to show that

no consideration had been received, and this he
failed to do. ^ * * That the promise, therefore,

is to he regarded as ohligatory, so far as a con-

sideration is concerned, is clear, and the only in-

quiry is whether the plaintiffs have acquired a
right to sue upon it, * ^ ^ It is declared upon
the face of the subscription that it is made for
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the purpose of building a certain plank road ; and
the payees are expressly authorized to transfer
the subscription to a company thereafter to be
formed for the purpose of building said road.

What interest, then, had the payees, Boyd & Word,
in the subscription? Certainly none, except that

of mere naked trustees. The whole beneficial in-

terest was in the plaintiffs, without any assign-

ment. It may be doubted whether even a formal
transfer was necessary to enable them to sue upon
it. Where a written contract is made for the

hefiefit of a third party, such third party may
bring a suit in his own name upon it. This may,
perhaps, with propriety, be regarded as such a

case. But if not, I think when a contract in writ-

ing, made nominallv with one party but avowedly
for the benefit of another, provides upon its face

for being transferred to the party for whose sole

benefit it was made, and who alone has any bene-

ficial interest in it, no consideration for the

formal transfer, other than the equitable right of

the transferee and the moral obligation to make
it, need be shown.

The defendant is therefore liable, not as a sub-

scriber to the capital stock of the company, but
upon his independent promise, made upon a suffi-

cient consideration. There can be no doubt of the
corporate power of the company to receive and
enforce such a promise, it being made for the
express purpose of enabling the company to ac-

complish the object of the incorporation."

It is to be noted that the Court held that the cor-

poration could enforce the original subscription agree-

ment as the beneficiary therein, or that, in any event,

it was the real party in interest and therefore could

sue in lieu of the payee under the subscription con-

tract.
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Stewart v. Trustees of Hamilton College^ 2

Denio, 413 (N. Y.) :

"As a subscription of a single individual, agree-

ing to make a donation to another individual or

to a corporation for the benefit of the donee
merely, I should have great difficulty in finding a

valid consideration to sustain a promise to give

without any equivalent therefor, and without any
binding agreement on the part of the donee to do
anything on his part which would be a loss or

injury to him. * ^ -^

Neither is there any difficulty in my mind in

finding a good and sufficient consideration to sup-

port a subscription of this kind made by several

individuals. Every member of society has an
interest in supporting the institutions of religion

and in the community where he resides. And
when he consents to become a subscriber with
others to raise a fund for that purpose, the real

oonsideration for his promise is the promise which

others have already made or tvhich he expects

them to make to contribute to the same object.

In other words, the mutual promises of the sev-

eral subscribers to contribute towards the fund to

be raised for the specific object in which all feel

an interest, is the real consideration of the prom-
ise of each. For this purpose also, the various

subscriptions to the sam.e paper and for the same
object, although in fact made at different times,

may, in legal contemplation, be considered as hav-

ing been made simidtaneously. The consideration

of the promise, therefore, is not any consideration

of benefit received by each subscriber from the

religious or literary corporation to which the

amount of his subscription is made payable, nor
is his promise founded upon any consideration of

injury whi(th the payee has sustained or is to

sustain or be put to for his benefit. But the

consideration of the promise of each subscriber is

the corresponding promise which is made by the

other subscribers. Mutual promises have always
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been held sufBcient as between the parties to sus-

tain the promise to each. And it has also been
the settled law from the time of the decision in
the case of Button v. Pool, Freem. L. R. 471, in

1678, down to the present time, that a party for
whose benefit a promise is made may sue in
assumpsit upon such promise, although the con-
sideration therefor was a consideration between
the promisor and a third person.

Upon this subscription the several subscribers
mutually promise each other to pay to the Trustee
of Hamilton College the sums subscribed by them
respectively, upon the condition that the funds
when collected by the corporation shall be in-

vested as a permanent fund and the income there-
of applied to the support of the officers of the
institution. The legal effect of the written agree-
ment, therefore, is the same as if it had been
stated at length in the subscription that the con-
sideration of the promise of each was the promise
made to him b}^ other subscribers to pay to the
corporation the sums by them subscribed, respec-
tively. And if this agreement had been set out in
the declaration with the names of other sub-
scribers thereto, with the sums subscribed by them
respectively, I think a sufficient consideration to
support the promise to pay to the corporation
of the College would have appeared to support the
action." (Italics ours.)

Hamilton d Beanville Plank Road Co, v. Rice, 7

Barb. (N. Y.) 163: This was an action to recover on

a stock subscription made prior to incorporation.

Defendant had agreed with others to take stock in the

corporation to be formed. While this is a decision of

the lower Court, the opinion discusses every phase of

the contention made by plaintiff in error in the case

at bar, and it is therefore important. Furthermore,

this decision is quoted with approval by the New York
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Court of Appeals in the case of Lake Ontario v.

Mason, 16 N. Y. 451, and becomes by reference a part

of that case. The opinion, therefore, amplifies and

makes clear the decision in the Mason case. The

Court said: '^Defendamt maintains—
"That the agreement which the defendant signed

was void for the reason that it was executed be-
fore there was any company in existence. That
it purports to be an agreement between the orig-

inal signers alone; and cannot be extended by
parol evidence; that it was not mutual, the com-
pany not being bound by it ; that it does not run
to the company. * * *

We think, too, that the fact that the corporation
was not in esse when the agreement was signed,

is not, of itself, a soimd objection to the right of
maintaining an action upon it. This point is de-

cided in the. case of Stanton, President of the

Exchange Bank v. Wilson (2 Hill. 153). In that

case the defendant signed the articles of associa-

tion, and subscribed before the organization of the

corporation, but the court held that this fact

formed no objection to a recovery. The action

was brought in the name of the president, and
the court say, 'It is true the company did not
come into existence till several months after the

defendant's subscription purports to have been
made, and the power of the president to sue did

not arise till that time (Jan. 1). The contract,

though dated before, must be considered as taking
effect only the first of January.' In that case

there was no corporation in esse, to be bound by,

or to exact obedience to the agreement which the

defendant subscril)ed, at the time when he placed
his signature to the paper.

All the groimds of objection arising under the

propositions we are now considering, are based
on the supposed tvant of sufficient parties to the

agreement, or of a sufficient consideration to up-
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hold it, or of a sufficient promise expressed in it.

All the cases which have held subscriptions of
stock void, have gone upon one or the other of
these grounds/'

The Court then cites and analyzes the cases of The

New Bedford Turnpike Co. v. Adam^, 8 Mass. 138;

Essex Turnpike Co. v. Collins, 8 Mass. 292 ; Phillips

Limerick Academy v. Davis, 11 Mass. Rep. 113.

The Court goes on to say

:

"It is indispensable to a consideration that
there should be either some advantage to be en-
joyed by the promisor, or some damage or loss

incurred by the promisee. * ^ * The advantages
to be derived from being a member of such a

company, and of the consequent right to partici-

pate in the pecuniary dividends, is a positive
benefit; and when the agreement secures that ad-
vantage to the subscriber, on the organization of
the company, the objection of a want of con-
sideration can not be made, with success. It was
repudiated in Stanton v. Watson (supra). Again,
the agreement under consideration not only bears
on its face the evidence of a consideration founded
on the pecuniary advantage of membership,^ but
also npon the miitnal promises expressed as clear-

ly as words can speak. (Stewart v. Hamilton
College, 2 Denio 417.) The mutual promises of

the several subscribers constitute the considera-

tion, but the promise is to pay the stihscriptions to

a third party, viz. the corporation to he thereafter

organized. That there is no tenable objection

founded on the fact that the promise is to pay a
third party, is established hy the decision in the

case of Barker v. Bncklin (2 Demio, 45). And
that the promise is valid and binding, nottvith-

stamding the party to ivhom> the payment is to be

made is a corporation not then in existence, but to

be formed thereafter, we have proved by the cases
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of Stanton v. Nelson and The Farmington Acad-
emy V. Allen, before cited." (Italics onrs.)

Before discussing the case of Lake Ontario-Auburn

R. R. Co. V, Mason 16 K Y. 451, which counsel seek to

distinguish, let us see what the California cases have

said on this question.

Marysville Electric Light & Power Co, v. Johnson,

29 Pac, 126, 93 Cal. 546, vv^as an action by the plaintiff

corporation to recover on a stock subscription made

prior to its incorporation, defendant and others hav-

ing subscribed at the same time. The Court said

:

"The agreement above set out is certainly valid;

the corresponding promises of the other signers,

and the common object sought to be accomplished
by all the parties to it, constitute a sufficient con-

sideration for the promise of defendant; and upon
the formation of the plaintiff corporation by the

persons signing the agreement, and plaintiff's

acceptance of the agreement, the defendant be-

came bound to take and pay for the number of

shares subscribed for by him." (Citing cases.)

"And it is not material to the right of the plain-

tiff to maintain this action that it is not expressly

named in such agreement as the promisee. The
agreement is to be construed according to the

evident intention of the parties to it. It pist as

clearly appears that it tvas the intention of all

the parties that the promise of each should inure

to the henefit of the corporation when formed as

if such intention were expressly declared; and
therefore in legal effect, the promise of defendant

was to pay the plaintiff corporation when organ-

ized. The corporation really represents the par-

ties to the agreement; it was brought into exist-

ence by them as an agent to carry on the business

named in the agreement, and through which they

were to secure the benefits to arise from their
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mutual and corresponding promises. The agree-

ment between the parties signing it was, in legal

effect, that they would form the plaintiff cor-

poration and pay to it, as their common represen-

tative, the amount by them subscribed for its stock

and the plaintiff is therefore authorized to sue

upon such agreement as a contract made for its

benefit/'

In San Joaquin L. & W, C\o. v. Beecher, 101 Cal.

77, the defendant subscribed to stock of a corporation

prior to the incorporation. The Court said:

'^In New York it is held that an agreement to

take a certain numl^er of shares of the capital
stock of a corporation thereafter to be formed
creates, if not an express, certainly an implied,
promise to pay for the shares; and this implied
promise will sustain an action by the company,
on its complete incorporation, against the stock-
holders to recover calls duly made upon the stock.

The interest acquired by the subscriber upon the
incorporation of the company is held a good con-
sideration to support the implied promise to pay
for such stock, and raises a sufficient mutuality
of contract between him and the company to ren-
der the contract a binding one on him. (Buffalo
etc. R. R. Co. V. Dudley, 14 N. Y. 336 ; Thompson
on Stockholders, sec. 105; Lake Ontario etc. R. R,
Co, V. Mason, 16 N. Y. 451.) ''

The Court in the same case also said:

"It is not necessary to the validity of the cor-
poration, or to the subscribers becoming stock-
holders, that they should all sign the articles of
incorporation. Those who sign articles of incor-
poration act as the agents of the others. (Mon-
terey V. Hildreth, 53 Cal. 129; Poughkeepsie v.

Griffin, 21 Barb. 454.) In another action * ^ *

and in Maryville El. L. Co. v. Johnson, 93 Cal.
538, this court held that these preliminary agree-
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ments inured to the benefit of the corporations

thereafter formed, as contemplated by the agree-

ments."

Horseshoe etc, Co. v. Sibley, 157 Cal. 447, is of par-

ticular interest because many of the points plaintiff

in error has raised are discussed in this case. In that

case the defendant executed a subscription agreement

binding herself to subscribe $1500 for stock in a cor-

poration to be formed thereafter, and she agreed to

pay her subscription to the Ocean Park Bank, trustee.

Later the plaintiff corporation was formed and on the

defendant's refusal to pay the subscription, action was

brought against her. One contention raised by de-

fendant was that she had not signed the articles of

incorporation and therefore was not liable under the

ruling in Monterey & S. V. Railroad Co, v. Hildreth,

53 cal. 123, which plaintiff in error has cited. (Br. p.

16.) The Court held that the Hildreth case only ap-

plied to an action brought to recover on a statutory

assessment provided for by the statutes of California

and had no application to recovering on an agreement

to buy stock. Referring to this preliminary subscrip-

tion agTeement, the Coui*t said

:

^^ Clearly the contract is a valid one. ^ ^ ^

A stockholder may expressly agree to pay the

amount of his subscription immediately, or at

stated times, and thus relieve the corporation of

the duty of making calls. He will be liable to pay
upon such contract according to its terms. ^ ^ ^

Appellant also insists that in. the absence of an
assignment of the agreement by the trustee to

ivhom the subscription was made payable, plain-

tiff cannot maintain suit to enforce payment. In
vieiv of the findings heretofore referred to, and
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the further -finding that said agreement Uvas made
solely for the benefit of plaintiff/ no formal as-

signment tvas necessary. That plaintiff tvas not

named in the agreement is immaterial y for, not-

ivithstanding such fact, it clearly appears that the

subscription tvas made for its benefit and in con-

templation of its creation. 'In legal effect, the

promise of defendant tvas to pay to the plaintiff

corporation ivlien orqmiized\ {Marysville etc. Co.

V. Johnson, 93 Cal. 538 (27 Am. St. Rep. 215, 29

Pac. 126).) Plaintiff ivas the real party in inter-

est, and therefore could maintain the action.

(Code Civ. Proc, sec. 367; Western Development
Co. V. Emery, 61 Cal. 611.) Its right in this re-

spect is unaffected by the fact that the Ocean Park
Bank, as trustee of an express trust, might also

by virtue of the provisions of section 369 of the

Code of Civil Procedure, have maintained a like

suit.^^

In Chater v. Sani Francisco Sugar Refining Co. et

al., 19 Cal. 219, the Court held that a corporation for

commercial purposes is little more than a joint stock

company under the English laws, more nearly resem-

bling* a limited partnership under special articles than

a corporation at common law. The Court held that

where a corporation is formed between certain parties

for commercial purposes in pursuance of a previous

agreement fixing the terms of the corporation and the

rights of the parties therein, the corporation, when

formed, is a mere agency of associates ''created for

the sake of convenience in carrying out the agreement,

as between those who made the bargain—the different

characters or forms in which or by which the bargain

was made, and the order in which the several parts of

it were executed, making no substantial difference in

the obligation."
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In Pacific Fruit Co. v. Coon, 107 Cal. 452, the Court

held that ''a subscription for capital stock of a cor-

poration cannot be rescinded or cancelled, except for

fraud or mistake, without the unanimous consent of

the stockholders.

Other cases holding that an agreement to take stock

before the corporation is organized is binding and en-

forceable are

:

West V. Cratvford, 80 Cal. 27;

Ventura etc. v. Collins, 46 Pac. 287

;

Aulurn etc. v. Hilly 32 Pac. 587.

It is, therefore, well established in California that

contracts among a number of persons to take stock

in a corporation to be organized thereafter are bind-

ing agreements and as valid agreements they are not

revocable by any party to the agreement without the

consent thereto of the other parties. It is also well

established that such contracts are enforceable by the

corporation when organized, as agreements made for

the benefit of the corporation, and also because the

corporation is the real party in interest, and that no

assignment to the corporation of such agreements is

necessary. That the California and New York Courts

look upon this question eye to eye is emphasized by the

citation by the Supreme Court of (California in the

case of San Joaquin L. & W. Co. v. Beecher, 101 Cal.

p. 79, of the case of Lake Ontario, Auburn R. R. Co. v.

Mason, 16 N. Y. 452. (See quotation, supra, p. 83.)

Let us now return to the discussion of Lake Ontario

etc, R. R. Co. V, Mason, 16 N. Y. 451, which was intro-

duced in evidence.
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This was an action brought in the Supreme Court

of New York by the Railroad Company to collect

from the defendant Mason $600, the amount called by

the directors of the railroad company upon defend-

ant's subscription in the sum of $1000 for twenty

shares of plaintiff's stock, the par value of each share

being $50. Judgment was rendered in favor of the

plaintiff and an appeal was taken to the Court of

Appeals, which affirmed the judgment. This case has

been frequently cited by subsequent decisions of New
York and has been followed and never overruled and

is still the law of New York.

It appears that prior to the incorporation of the

railroad company seven separate agreements or ar-

ticles were circulated, all of which were in the same

words. These agreements were subscribed by different

persons with the number of shares and places of resi-

dence set against their names respectively. Later

these documents were attached together and filed at

the same time, and on one of these documents was the

name of the defendant with his subscription for

twenty shares. The New York statute required that

a certain percentage of the amount subscribed should

have been paid in cash and that a certain minimum
per mile of railroad should be subscribed. The Court

found as a fact that this condition had been met, so

that this phase of the case need be no further con-

sidered.

At the trial "the defendant then offered to prove

that after his subscription and before the organization

of the company, he revoked his suhscription by serv-
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i%g a written notice to that effect on three of the

persons named as directors^ who ivere actively engaged

in getting up the company. This evidence tvas ex-

cluded hy the cotirt and the defendant excepted/'

The objection had also been made that the different

articles of association could not be regarded as one or

entire and that the articles should be such that each

subscriber "may know before they are filed who his

proposed associates are.'' On discussing this subject

the Court said:

"The articles of association filed with the secre-

tary of state consisted of seven separate instru-

ments, exact copies or transcripts of each other.

Each of them were signed by numerous, but dif-

ferent persons with the number of shares, and
their places of residence set opposite their names
respectively. No good reason can be assigned why
these several papers should not be regarded as

one instrument; I do not doubt that the signers

so understood and intended. They were similar

in all respects except the names, residence, and
the number of shares taken by each subscriber.

They were designed to effect one common object,

the creation and incorporation of the company
and bound those who signed to like duties and
obligations. It has been said that the articles

should be such that each subscriber may know,
before they are filed, who his proposed associates

are, and revoke his engagement if he chooses to

do so. This observation might be true of a co-

partnership where each partner is the agent of the

other, with power to bind the firm within the

scope of the business and employment. It is not
true of th(^ shareholders in corporations. They
have less interest in knowing each other, and in

many cases are entire strangers. Assuming that

an associate has the power to rescind his engage-
ment, which I shall presently attempt to show he
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has not, he may ascertain his associates as well

where there are several articles as where there is

but one. When he subscribes his name he cannot

have an election who shall sign after him, and can,

I apprehend, exert but little power over the selec-

tion of his associate subscribers, whether they

sign upon the same or upon separate articles

from himself. The affidavit required by the

second section in terms embraces them all. It re-

fers to the annexed and foregoing articles of asso-

ciation, and declares them to be the articles of

association of the company; I therefore conclude
that the company was duly incorporated, and the

defendant one of the original subscribers to its

capital stock."

At the trial the defendant definitely offered to prove

that he had revoked his subscription after it was made

and before the company was organized by serving a

written notice of revocation to that effect on three of

the persons named as directors, who were actively

engaged in getting up the company. As before stated,

this evidence was excluded by the Court and defend-

ant objected. Thus this question was definitely put

before the Court of Appeals. Discussing this propo-

sition, the Court said:

^^The subscription of the defendant to the

articles of association was, in effect, a contract

to pay for and accept the twenty shares of stock.
' The advantages to be derived from being a mem-
ber of such a company, and of the consequent
right to participate in the pecuniary divid.ends,

is a positive benefit; and where the agreement
secures that advantage to the subscriber, on the
organization of the company, the objection of a
want of consideration cannot be made with suc-

cess.' (The Hamilton and Deansville Plank Road
Co. V. Rice, 7 Barb. S. C. R. 157; Stanton v.

Wilson, 2 Hill 153 ;Barker v. Bucklin, 2 Denio 45

;
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The Schnectady and Saratoga Plank Road Co.

V. Thatcher, 1 Kern. 102; Barnes v. Ferine, 2 id.

18.) // the contract to pay for and take stock

teas a valid contract, made upon a sufficient con-

siderationy then his siihscription was not open to

revocation. Until the incorporation of the com-
pany was perfected, the other subscribers had an
interest in its execution and performance of

which they could not be deprived by the act of the
defendant; and after the articles were filed and
recorded in the secretary's office, and the cor-

poration had a legal existence, it acquired a
vested interest in tlie defendant's agreement."
(Italics ours.)

Counsel have endeavored to distinguish the forego-

ing case. They claim that in that case the defendant

signed the articles of incorporation, while they assert

Collins did not do so. As we have heretofore pointed

out {supra, pp. 12, 13), there is no evidence in the

record before this Court to support such assertion.

Whether or not Collins signed the articles of incor-

poration of the Morgan Grain Company does not

appear. Even if there were any merit in the distinc-

tion, it cannot be made since there is no evidence to

support the claim that Collins did not sign the articles

of incorporation of the Morgan Grain Company.

But indeed there is no merit in the distinction

sought to be made. Counsel assert that in signing

the articles of association Mason brought himself

mthin the statement of law which counsel lay down

on page 15 of their brief, reading as follows:

'^ There is only one provision of law whereby a

subscriber becomes a stock-holder or is bound by
his offer to subscribe to the stock of a corporation

without an acceptance by the corporation after



91

it is organized and that is where, by statutory
provision, the incorporators are required to sign
and file a statutory certificate as the first step in
the organization of the corporation. One who
signs these statutory articles becomes a stock-
holder therein and is bound by his subscription
without further acceptance by the corporation
after organization. '

'

The above statement has no bearing whatsoever. As
in the case of any other contract, in order to make
a binding agreement between a corporation and a sub-

scriber there must be a meeting of minds; the sub-

scriber must have offered to take stock and the cor-

poration must have accepted it. Ordinarily where a

subscriber does not sign the articles of incorporation

a contract between him and the corporation is created

when the corporation formally accepts his subscrip-

tion. In the case, however, where he signs the articles

of incorporation many cases hold that upon the forma-

tion of the corporation it is unnecessary to make any

formal acceptance of the subscription. This is par-

ticularly true where the statutes provide that the per-

sons who sign the articles shall become a body cor-

porate when the necessary legal proceedings for the

formation of the corporation have been carried out.

In the Mason case, therefore, if the defendant had

allowed his subscription to remain unrevoked upon

the filing of the articles the corporation would have

been formed and his subscription would have been

considered accepted and he would have been obligated

to take the stock. But his withdrawal of the sub-

scription, if legal, would have prevented a meeting

of minds upon which a contract could be predicated.
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The Court held that Mason was powerless to with-

draw his offer because he had agreed with other sub-

scribers to take the stock. Hence in spite of the at-

tempted revocation, on the filing of the articles his

offer was held by the Court to be still open and was

thereupon deemed accepted and he was obligated to

take the stock.

Counsels' proposition, quoted above, means no more

than that if a subscriber has signed the articles of in-

corporation and has not withdrawn his subscription,

if permitted so to do, on the filing of the articles he

becomes at once a stockholder without necessity of

further formal action on the part of the corporation.

Counsels' contention is that because his name was

on the articles of association Mason became a stock-

holder, no matter what action he might have taken

before the filing of such articles. In other words, if

Mason had been free to revoke his subscription and

he had done so but the promoters had inadvertently

or otherwise neglected to take his name off the

articles before they were filed, that nevertheless he

would be bound. Such a statement is absurd on the

face of it.

The error of this contention is demonstrated by a

case which counsel themselves cite:

Duchess & R, R. Co. v, Mabbett, 58 N. Y. 898.

In that case the defendant actually signed the arti-

cles of incorporation of the corporation which was

organized under the very act pursuant to which the

Lake Ontario Auburn R.R. Co. was organized, namely,

the act of 1850. At the time that the defendant signed
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the articles, however, the names of the directors of

the proposed corporation were not inserted in the

blank spaces. Afterwards these names were put in

the document and it was filed. In spite of the fact

that the defendant's name was on the articles of in-

corporation the Court held that he was not liable as

a subscriber because there was no meeting of minds in

that he had not consented to the nomination of the di-

rectors later named in the articles. This case demon-

strates what would appear an elementary proposi-

tion—that no person can be held to an obligation to

which he has not consented. In the Mason case, if

the defendant had had the legal right to withdraw his

offer, his evidence of such withdrawal would have been

admissible and in spite of the fact that his name was

on the articles of incorporation he would have been

released from liability.

The Mason case is, therefore, a clear cut decision

on this question. The Court held that when he signed

the articles, at that moment and before the articles

were filed, he had bound himself to take the stock in

consideration of the mutual promises of the other sub-

scribers. He was not, therefore, free to withdraw his

offer and consequently the testimony offered of such

attempted withdrawal was excluded. This is exactly

what happened in the case at bar. The narrow view

which counsel have taken of the Mason case is not

that of the Courts which have referred to and dis-

cussed that decision. It will be noticed that in the

California case of San Joaquin L. n W, Co. v.

Beecher, 101 Cal. 77, from which we quoted (see

supra, p. 83), that the Court construed the Mason
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case as holding that such a preliminary subscription

was binding.

Again, in the case of HahirsJiaiv El, Cable Co, v,

Hahirshaw etc, Co., Inc., et al, 196 Fed. 875, decided

in 1924, the United States Circuit Court of Appeals

for the second circuit, on an appeal from the District

Court of the United States for the Southern District

of New York, approved and followed the Mason case.

In the Habirshaw case a number of creditors who had

deposited their securities with the reorganization com-

mittee sought and were allowed by the District Court

to withdraw in spite of their having signed the credit-

ors' deposit agreement. The United States Circuit

Court, following the law of New York, held the agree-

ment was based on mutual promises and was irrevoc-

able. The Court said:

^^Such contracts do not differ in principle from
promises to subscribe to stock or charitable insti-

tutions. Lake Ontario etc. R.R. Co. v. Mason, 16
N. Y. 457, 463; Nebraska Chicory Co. v. Lednicky,
79 Neb. e587, 113 N.W. 245. '^

Counsel make the assertion (Br. p. 16) that ^^one

who does sign some subscription paper or agreement

but does not sign the statutory articles required by

law is not bound thereby and may withdraw at any

time prior to acceptance by the corporation after

organization." This is an astonishing statement and

is not supported by the cases cited. Among the cases

cited is that of Poughkeepsie etc. R. B, Co. v. Griffin,

24 N.Y. 150, and this case, counsel assert, is directly

in point. As a matter of fact, the case has no bearing

whatsoever.
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In the Griffin case tlie defendant signed a prelim-

inary subscription paper looking to the organization

of a corporation to be thereafter formed pursuant to

the Plank Road Act of New York. He did not sign

the articles of incorporation and the corporation

sought, after its formation, to enforce the preliminary

document which he had executed. The Court held

that as a matter of statutory construction the prelim-

inary document which he had signed was not a con-

tract but merely indicated an intention on the part

of the subscribers to subscribe without obligating

themselves so to do. Under such circumstances he

was not bound to take any stock. The Court said

:

^^ Without indulging in any further criticism
upon the language of the Act, I conclude that the
system established by it does not contemplate any
binding obligation until the T)arties who intend
to be shareholders come together and designate
the directors,—who, as their agents, are to m_anage
the concern,—and at the same time a^ree upon the
amount of the capital stock, and the otlier par-
ticulars required to be stated in the articles.

Having thus established the elements which ^o to

make up their respective rights and liabilities,

they give effect to the arrangemicnt l)y signing the
articles in which these elements are stated; and
then, and not before, a personal obligation is

created against each subscriber to pay for the
shares which he has taken. The steps which are
required to precede this are provisional and
inchoate. Their only object is to bring these per-
sons together who are ultimately to form the cor-
poration, in order to effect an organization and
execute the contracts for taking and paying for
the stock. Any one who withdraws here, or is

allowed to drop out of the enterprise before this

first binding transaction takes place, has failed to

become a shareholder and has no interest in or
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liability for any stock which has been or shall be

created.
'

'

Other New York cases cited in support of the con-

tention that the defendant may withdraw his subscrip-

tion are Troy & E, Co, v. Tihhits, 18 Barb. 297, and

Troy d R. Co. v, Warren^ 18 Barb. 310. These cases

involved the same state of facts and were decided by

the same judge. They involved the same proposition

as was decided by the Court in the Griffin case, supra,

namely, that the subscriber had not signed the articles

but had signed a preliminary paper, and the Court

held that under the proper construction of the statute,

the preliminary paper did not constitute a binding

agreement. In the Tihhits case the Court said:

^^Why subscribe to the articles the amount of

stock taken in the company, if what the legisla-

ture intended should be a valid and binding sub-

scription—a contract to take stock from a cor-

poration afterwards to be created—had been pre-

viously made?''

The Court, in the Griffin case, referred to these two

cases of Troy & R. Co. as involving the same proposi-

tion of statutory construction as the Court followed

in the Griffin case. It is apparent that no one of these

three cases has any bearing on the general proposi-

tion as to whether or not where a valid subscription

agreement has been made, the subscriber can never-

theless ignore it and withdraw his offer.

Another case to which counsel appear to attach

some importance is Raegener v. Brockway, 58 App.

Div. 166. In that case Brockway, on solicitation of

promoters of a fire insurance company, signed his
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promissory note for $400, for which he was to receive

a policy of insurance when the corporation was organ-

ized. Later he obtained insurance elsewhere and told

the promoter that he wished his note returned, to

which the promoter agreed. Later he wrote a letter

asking the return of the note to the insurance com-

pany after it was organized and the company replied

that it had mislaid the note but that it would return

it to him and that he had no interest in the corpora-

tion ^^as the company that we interested you in was

not formed and you need have no worry about the

note at all.'' It is at once apparent that here was no

agreement hy Brocktvay with others to hold out an

offer, that it was an individual wndertaking, a mere

offer for which he received no consideration, and that,

therefore, he was free to withdraw it at any time.

Furthermore, there was fraud involved, for the cor-

poration misrepresented that it had lost the note, and

the Court held it would be a fraud on Brockway to

permit it to recover. Clearly the case is not pertinent

in this action.

As to the case of Wood Motor Vehicle Co. v. Brady,

73 N.E. 674, and Dorris v. Sweeney, 64 Barb. 636, and

Lake Shore Eailroad Co. v. Curtis, 80 N.Y. 216, we

have heretofore pointed out that none of these cases

is in point because of important facts involved in each.

(supra p. 35.)

Plaintiff in error refers to Yonkers Gazette Co. v.

Taylor, 30 App. Div. 334. This case is directly con-

trary to counsels' contention. In that case the sub-

scription agreement recited that it was proposed to
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form a corporation to do certain things, then fol-

lowed the agreement, ^Hhat the undersigned hereby

subscribe to the number of shares set opposite our

names. '^ The defendant did not withdraw prior to

the incorporation of the company, nor did he sign the

articles of incorporation. The Court held that the

subscription agreement was valid and that the cor-

poration could enforce payment of the subscription.

While the defendant did not withdraw prior to the

incorporation of the company, it is obvious that if the

subscription agreement was valid, as the Court held

it was, then any effort to withdraw would have been

ineffective.

Another case cited by counsel is Avon Springs

Sanitarium Co. v. Weed, 119 App. D. 560. This was

an appeal from a judgment overruling a demurrer to

the complaint on an alleged stock subscription. There

was no withdrawal of the subscription prior to plain-

tiff's incorporation, and it appears from the case that

the subscription agreement was signed merely by the

defendant, that there were no mutual promises or

other consideration. As the Court says: ^^With whom
the defendant contracted, if at all, does not appear.''

Furthermore, the Court held that it did not appear

that defendant's subscription offer was made to plain-

tiff; that, in other words, defendant may have made

an offer to a group, X, Y, Z, to take stock, but they

may never have organized the company but a company

of the same name may have been organized by A, B, &
C, without knowledge of defendant, and obviously

such a corporation could not enforce the subscription,

since the offer had not been made to it.
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Burt V, Farrar, 24 Barb. 518, supports the conten-

tion made by plaintiff in error. The decision is that

of a lower Court; the opinion consists of about one

page and does not cite a single authority. The facts

were similar to those of Lake Ontario etc. Co, v.

Mason, yet in the Mason case, which was decided by

the New York Court of Appeals in the same year but

after the decision in Burt v. Farrar, no reference

whatsoever to the Farrar case is made.

Morowitz on Corporations, vol. 1, sec. 60, page 58,

in a foot note says that Burt v, Farrar is contrary

to Lake Ontario v. Mason, In view of the fact that

the Mason case is a decision of the Court of Appeals

and was decided after the Farrar case, and that the

Farrar case is that of the lower Court, it must be con-

sidered that the latter case has been overruled and

does not state the law of New York.

The statement of the law made by counsel under

topic V, page 16, of their brief is the doctrine of

merely a few cases. Thus in 14 CJ, p. 512, it is said

:

^^It is the doctrine of some cases that one who
signs a subscription paper, but nothing more,
whereby he agrees to take a certain number of
shares in a corporation thereafter to be formed,
does not become a stockholder or liable as a sub-
scriber, even after the corporation is formed."

Then in the following section (766) the article in

14 CJ, p. 512, goes on to say

:

'^The doctrine in the preceding section, how-
ever, is contrary to the overwhelming weight of
authority when the subscription is intended, not
merely as an agreement to subscribe in the future,
but as a present subscription to be mutually bind-
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ing upon the parties thereto prior to incorpora-

tion, and as a promise to the corporation to be

accepted and enforced by it when formed."

The foregoing analysis of the cases cited by counsel

we think demonstrates that the law of New York as

well as the law of California is that where a subscriber

has received a consideration for his agreement to take

stock, whether the consideration arises from mutual

promises of the various subscribers or in any other

form, that the subscriber is not free to withdraw his

offer until a reasonable time has elapsed for the pro-

posed corporation to be formed and accept his offer.

When the corporation is formed it can then accept

the offer, and upon such acceptance the corporation

can enforce the subscription even though the sub-

scriber has endeavored to repudiate the subscription

before its acceptance. Furthermore, the corporation

can enforce the original subscription agreement with-

out reference to the acceptance of the offer of the sub-

scriber by itself when formed, because the original

subscription agreement was made for the benefit of

the corporation, which is the agent of the parties to

the agreement, as the real party in interest. This

view of the law, we submit, is clearly sound. The

position for which counsel contend, if supported,

would result in the agreement among the subscribers

being ignored and the purpose of the individuals who

have formed the corporation being nullified. There is

no need to approach a problem of this sort in the

scholastic spirit which actuated the monks of the

middle ages. As we have heretofore pointed out, the

Courts who have refused to enforce subscriptions of
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this sort on the ground of lack of mutuality have

fallen into the same line of reasoning as the Courts

who early held that other forms of option agreements

were not enforceable because the optionee was not

bound. There are many cases outside of New York

and California which hold that a subscriber under

the circumstances involved in this action may not

withdraw. We have not deemed it necessary to un

duly prolong this brief by citing such authorities, as

we have felt that we have established that the case

is governed either by the law of California or New
York, and since the highest Courts of both these

states have held that a subscriber, where he has re-

ceived consideration, may not withdraw his subscrip-

tion, we submit that the lower Court was correct in

holding that any evidence of Collins having attempted

to do so was irrelevent and immaterial.

ESTOPPEL.

The evidence establishes that when Hale, Morgan,

Sibley and Anderson had their conference in New
York on November 4, 1920, Hale opposed the forma-

tion of the corporation at that time because of the

disrupted business conditions as an aftermath of the

war. Mr. Morgan telegraphed Collins and Collins

sent his wire of November 4th subscribing for the

stock and when that telegram was shown him, Hale
withdrew his objection to proceeding with the cor-

poration '^saying that Mr. Collins had subscribed and
that Mr. Morgan had subscribed.'' (Tr. p. 44.) It

further appears that after the conference in New
York on November 4, 1920, Morgan and Sibley re-
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turned to San Francisco via Chicago and at Chicago

^^met Mr. Grant and Mr. Fahey, grain operators,

there advised them of the company to be formed, of

the subscriptions received, and these gentlemen also

subscribed for stock.'' (Tr. p. 46.) We submit that

Collins is estopped from withdrawing his subscrip-

tion to the corporation in view of the fact that his

subscription was a determining factor in inducing

Wills, Grant and Fahey to subscribe for stock in the

Morgan Grain Company. Morgan had conferred

with Collins in Portland on his way east to New York

to meet Hale, and had gone over the entire matter

with Collins. Collins therefore knew that Wills was

considering taking stock in the proposed corporation.

Unfortunately the wire from Morgan to Collins could

not be secured but the evidence shov^^s that after Hale

objected to going on with the deal that Morgan wired

Collins and then Collins replied, and it would appear

a fair inference that Morgan wired Collins to get his

acceptance in order to induce Hale to proceed. As

we have already pointed out, this scheme contemplated

a corporation in the nature of an English joint stock

company in which Collins, Morgan, and Wills were

essential factors, and when Collins and Morgan both

indicated their willingness to proceed, it exercised

such pressure on Wills that they also agreed to go on

though against their judgment. We sul)mit that after

such action Collins cannot now deny his subscription.

In the case of Furman University v. Waller, de-

cided in 1923 by the South Carolina Supreme Court,

117 S.E. 356, 33 A.L.R. 624, the Court said:

^^Where it is within the contemplation of a

subscriber that his contribution will be used as an
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inducement to contributions by others, and addi-

tional subscriptions are made by reason of such
inducement, even in part, the consideration to

support the contract, while perhaps not amount-
ing to a technical estoppel, contains the substan-

tial elements of an estoppel in pais, since to per-

mit one who by his promise has induced another
to change his situation to his injury, to repudiate
such promise, would enable him to perpetrate a
fraud. 13 (IJ. 318."

The evidence brings Collins within this principle

and he should not be allow^ed to escape liability by

alleging that he repudiated his subscription when now^

it is too late for the other subscribers to cancel their

subscriptions.

Nor is there any merit in the point made by counsel

that this estoppel cannot be raised in view of the

pleadings.

The testimony of Mr. Anderson relating to the

effect of Collins' subscription in inducing Wills and

others to subscribe was admitted without any objec-

tion. This evidence also was admissible as showing

a consideration for the promises of the respective

subscribers in that Collins' subscription induced Wills

and others to change their position and such change

was itself a consideration for Collins' promise irre-

spective of the mutual promises constituting a binding

agreement among the subscribers. In 21 C.J. p. 1246

it is said:

"Failure to object to evidence of estoppel
waives the objection that the estoppel was not
specially pleaded. So it has been held that where
the facts showing estoppel are in issue and are ad-
missible for any purpose under the pleadins:s,
estoppel is available as a defense without being
specially pleaded."
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The evidence in this case as to the facts constituting

an estoppel was admitted without objection and was

also admissible for the purpose of showing considera-

tion. It was therefore not necessary to allege the

facts in the pleading and the evidence so introduced

can be used for any purpose. We submit that in the

light of reason and justice that the rule laid down by

the Court in Furman v. Waller, supra, should obtain

and that Collins should not be permitted to repudiate

his subscription.

Judge Bean was much impressed with this view of

the case and in his opinion (Tr. p. 54) said:

^^I am inclined, as at present advised, to feel

that the latter rule is the better rule, because

otherwise it would open the door to fraud and
deceit. If the promoter of a proposed corpora-

tion can solicit subscriptions or contract for stock

in that corporation, and then some of the sub-

scribers may withdraw before the corporation is

formed, it will be readily perceived that the others

would be required and compelled to enter into a

contract or agreement that they never contem-

plated.''

The attitude of Judge Bean in this matter was the

same as that of the Court in Shelhy County Road v.

Crow, 119 S.W (Mo.) 437. A previous ruling of the

Missouri Court had held that such a subscription like

the one involved in this action was revocable. The

Court in the Shelby case wrote an extensive opinion

in which it criticised the previous decision and the

principles which that case had enunciated and regret-

ted that under the constitution of Missouri the Court

was obligated to follow a previous ruling. In criticis-
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ing the contention presented by plaintiff in error, the

Court said:

^^The law is well settled that a subscriber for
stock in a coriDoration cannot obtain a cancella-

tion of his subscription except by the unanimous
consent of the other subscribers. Even a major-
ity of the subscribers cannot withdraw and refuse
to proceed. By the unanimous consent of all the

subscribers only may the subscription of an indi-

vidual subscriber be cancelled. 1 Earls on Corp.
(6th Ed.) Sec. 169; Ollesheimer v. Thompson
Mfg. Co., 44 Mo. App. 172. Therefore, the sev-

eral other stockholders or subscribers being par-

ties to the contract of subscription as well as the

individual subscriber and the corporation, it

seems to be obnoxious to the most elementary
principles of contract law, and of justice as well,

to permit one who has, by subscribing the prelim-

inary paper, induced the promises and subscrip-

tions of his associates, to escape from the respon-
sibilities incurred by bringing into existence the

corporation subsequently formed. On this ques-

tion Judge Thompson reasons that it is indeed a

fraud upon all of the other subscribers, even on
• an unauthorized paper, to permit one to with-

draw from it, and in commenting upon the doc-

trine that such preliminary subscriber may
escape, says that it opens the door to unlimited
fraud."

In a recent article in the Atlantic Monthly for

September, 1926, Prof. Ripley of Harvard University

has pointed out the great dangers to which the general

public is now exposed in purchasing securities offered

for sale by financial syndicates through the laxity of

our laws and the lack of proper supervision. The

theory advocated by counsel only offers another temp-

tation for the exploitation of the public by the un-

scrupulous. There have been a number of scandals
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in England through the lending by prominent men
of their names to the promotion of companies from

which they later withdrew without first announcing

their withdrawal to the persons who had been induced

to subscribe because of their connection with the en-

terprise.

The decision in this case is, therefore, of general

importance. We submit that the true view is that

expressed by Judge Thompson as follows:

^^ Wealthy and influential men may head the
subscription list with large amounts, thus in-

fluencing others to subscribe, and then, the very
moment before the articles are filed, cancel or re-

duce their subscriptions, unknown to the others,

thus leaving the victims of their fraud bound,
while they are free. That the law does not allow
this to be done, we shall therefore see. We then
take the true view to be that the engagement
created by a subscription to the stock of a pro-

jected corporation is binding in the absence of

fraud inducing it, provided the corporation is

formed according to the scheme within a reason-

able time; and that the subscriber cannot, in the

interim, any more than after the corporation is

formed, retreat from it without unanimous con-

sent.''

Dated, San Francisco,

October 20, 1926.

Respectfully submitted,

William S. Andrews,

Harry L. Eaffety,

Merwin Rankin,

David C. Pickett,

Attorneys for Defendant in Error.
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STATEMENT OF THE CASE

PLEADINGS
This is an action brought by Morgan Grain Com-

pany, Inc., as plaintiff to recover what plaintiff

claims to be an unpaid balance of Twenty thousand

dollars ($20,000) and accrued interest upon a sub-

scription to the capital stock of the plaintiff, which

subscription, as alleged in the complaint, was made

on November 4, 1920.

The complaint alleges tha<t the plaintiff was in-



corporated during all of the times mentioned in the

Complaint. Plaintiffs proof, however, shows con-

clusively that the plaintiff did not file its articles

of incorporation until the 8th day of December,

1920, and did not perfect its organization by the

election of officers until the 15th day of December,

1920.

The defendant Collins by ainswer denied that

plaintiff was incorporated or or!o:anized as a cor-

poration prior to the 15th day of December, 1920,

but admitted that the plaintiff was a corporation

organized ajnd existing at the time of the bringing

of the action and by answer further denied making

the subscription with the plaintiff and by way of

separate answer and defense alle.Q-ed the fact to be

that on or about the 4th of November, 1920, aind

for a time prior thereto T. E. Morgan was solicit-

ing persons to take stock in a corporation to be

subsequently formed of which he, the said T. E.

Morgan, should be president ard manager and that

on or about the 4th day of November he solicited

the defendant to become a member thereof and on

or about the 4th day of November the defendant

did, at the solicitation and upon the request of Mor-

gan, promise and agree to and with the said T. E.

Morgan tha,t he would take stock in such corpora-

tion when formed at the par value of $25,000, to

be paid for $5,000 Dec. 1st, $5,000 March 1st, and

the balance on or before September 1st. That said

promise so made was without consideration and

that therea^fter and prior to the formation or or-



ganization or incorporation of said proposed cor-

poration, to-wit: On the 26th day of November,

1920, the defendant withdrew and canceled his said

promise to take stock in said proposed corporation

and reduced his offer and promise to tajke stock

in said corporation from $25,000 to $5,000 and that

he definitely withdrew such tender and promise in

any further or greater amount or extent beyond

$5,000 and definitely, in person and personally noti-

fied the said T. E. Morgan of said withdrajWal and

the said Mor.rran assented to such withdrawal and

then on the 26th day of November, 1920, it was

agreed that Collins would take and pay for stock

in saiid corporation when formed to the extent of

$5,000 face value of said stock, but would not take

stock in excess thereof. That after the formation

of the corporation, $5,000 stock was issued by the

corT)oration in the name of Collins and Collins ac-

ceT}ted it and paid for the same in the full sum of

$5,000.

PARTIES INVOLVED

George Wills & Sons, Ltd., for ai long time prior

to, subsequent to, and on November 4, 1920, were

.p:eneral import and export merchants, shipping,

chartering, p-rain merchants, and were extensively

interested in the importation of grain into Eng-

land, having their head office in London, England,

with ai branch office in the United tSates at San

Francisco, California, and other places.

H. G. Sibley was the general manager of George



Wills & Sons, Ltd., for the United States and was

located in San Francisco.

A. H. Anderson was local manager for George

Wills & Sons., Ltd., at San Francisco.

T. E. Morgan was a grain operator located at

Swi Francisco, and was engaged in the general

buying and selling of grain.

H. W. Collins was located at Pendleton, Oregon,

and was engaged in the warehouse business, stor-

ing, buying and selling grain, with a branch office

at Seattle in the State of Waishington, and was at

that time personally acquainted with T. E. Mor-

gan.

FACTS INVOLVED PRIOR TO THE FORMA-
TION OF THE CORPORATION.

Some time before November 4, 1920, (the testi-

mony does not disclose the exact time) Morgan,

Sibley and Anderson met in San Francisco and dis-

cussed the plan of forming a corporaition to be

known as the Morgan Grain Company to onerate

in barley in California and wheat in the Pacific

NorthAvest with the idea that Georo:e Wills & Sons

of London would take stock in the corporaition and

become the United Kinfrdom and Continental apents

of the corporation. Mr, Morn-an su.fr<>*ested to Sib-

ley and Anderson that he believed Mr. Henry W.
Collins v/ould become a stork-holder and a source

of supply of wheat from the Northv/est. Followinf^

this meeting between Morgan, Sibley and Ander-

son, Mr. Sibley left for I ondon to lay the propo-

sition before the London board of directors of



George Wills & Sons. George Wills & Sons thought

faivorable of the plan and cabled to Mr. Anderson at

San Francisco to proceed to New York with Mr.

Morgan, to meet Mr. Sibley who was returning

from London to New York with a Mr. Hale, one of

Wills' directors, to further discuss the matter. Mr.

Anderson went to New York in answer to this

cable. Mr. Mor,e:an also went to New York, going

by way of Portland where he met and discussed

the matter, appairently for the first time, with Mr.

Collins. Apparently the dates of payments for this

stock were not settled between Morgan and Collins

at this conversation. On November 4, 1920, Col-

lins wired Morgan at New York:

"Will take $25,000 stock as agreed upon
with payments five thousand December first

five thousaird March first balance on or be-

fore September first. Will meet you in San
Francisco and arrange working scheme."

which tele?*ram was confirmed by letter to Morgan

of the same date.

While in New York and Chicago Morgan solicit-

ed and obtained other subscriptions to the corpora-

tion aind probably informed other subscribers that

Mr. Collins had subscribed.

Morgan was the only person soliciting the sub-

scription from Mr, Collins and no correspondence

was had between Collins and George Wills & Sons

or any other person with reference to the stock

subscription made by him to Mr. Morgan, and no

further information was imparted to Mr. Collin ^

with reference to any other transactions involved



in New York or Chicago or elsewhere. It doesn't

appear that Morgan showed the Collins' telegram

or letter to any other subscriber or that any other

subscription was made based upon Collins', offer,

except as this is to be inferred from the fact tha^t

his offer was made known at the conference in

New York.

Mr. Morgan, Mr. Sibley and Mr. Anderson re-

turned to San Francisco and on the 26th day of

November, 1920, Mr. Collins went to San Francisco

for the purpose of withdrawing his subscription;

and on that daite Morgan, Sibley and Collins had

lunch together at the Fairmont Hotel, at which

time Mr. Collins said to Morgan that he had cor^

down to see him and felt that he must cancel hi^

subscription for stock in the Morgan Grain Com-

pany. Morgan thereupon S9iid to him, in substance,

"If you cannot take it all, will you take $5000.00?"

Collins replied to that and said: "Yes, if you will

agree to the cancellation of the subscription fro^^

$25,000 down to $5,000, I will take $5,000 and nay

for it as soon aiS the call is m^de for it." That

thereupon Morgan said: "That is perfectly agree-

able. We will cancel your subscription down to $5,-

000 and when we make a call you can pay the $5,-

000 in cash." Collins returned home with this

understanding and aigreem.ent between himself and

Morgan, Sibley also being present.

FORMATION OF THE CORPORATION
Morgan, Sibley and Anderson proceeded with the

formation of the corporation under the name of the



Morgan Grain Company and on the 8th day of De-

cember, 1920, filed the articles of incorporation of

the Morgain Grain Company with the Secretary of

State of the Staite of Delaware and under the laws

and in the form required by the laws of the State

of Delaware. In accordance with such laws it was

recited in their certificate of incorporaition that the

names and places of residence of subscribers of

capital stock and number of shares subscribed for

by each are as follows:

T. E. Morgan, San Francisco, California, 10

sha^res

;

H. G. Sibley, San Francisco, California, 10 shares;

A. H. Anderson, San Francisco, California, 10

shares

;

and it was further set forth by the certificate that

they were each of the original subscribers to the

camtsl stock of the corporation. Collins was not

named as a subscriber, nor as one of the incorpor-

ators. On December 15, 1920, a meeting was held

in San Francisco by some of the subscribers to the

stock and the organization of the corporation was

perfected by the election of officers, Morgan being

elected as president of the corporation and Ander-

son as vice-president. Collins was not present at

this time, had no notice of the time or place of

meeting for perfecting the organization, and took

no part in either the filing of the articles of the

corporation or the organization or formation o"^''

the corporation. On December 18, 1920, the Mor-

gan Grain Company issued to H. W. Collins its

certificate No. 9 for 50 shares of its capital stock,
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signed by T. E. Morgan as president and C. S. Pur-

viance as secretary-treasurer, for which Collins

paid $5,000, $3500 of which wa^ paid direct by Col-

lins and $1500 was paid through George Wills &
Sons, who had in the meantime purchased the of-

fice furniture of Collins at Seattle for that price.

Collins had no notice or information at the time he

received or accepted this stock or paid for it that

the corporation was intending to make any further

claims upon him by reason of his transaictions with

Morgan. And later on, when call was made for

additional payment by the corporation, Collins re-

fused such call and immediately informed the cor-

poraition of the modified subscription between him-

self and Morgan. The corporation declined to

recognize the modified an-reement and insisted by

correspondence that Collins was bound by his ori-

ginal letter and telegram.

THE EVIDENCE
Plaintiff, among other thinp-s offered in evidence

the telegram from Collins to Morgan of November

4, 1920, Collins' letter of the same date confirming

the telegraim, the articles of incorporation of the

Morgan Grain Company as filed on December 8,

1920, under the laws of the State of Delaware, and

also the case of Lake Ontario, Auburn & N. Y. Ry.

Co. V. Mason, found in Vol. 16 N. Y. Reports at

page 451, aiud testimony of A. H. Anderson for the

purpose of showing consideration for Collins' sub-

scription.

The defendant Collins, called as a witness in his
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own behalf, admitted the execution of the telegram

and letter to Morgan, testifying that they bore the

correct date and that no one besides Morgan a<t

any time solicited him to subscribe for the stock at

the time he subscribed for it. The following ques-

tion was propounded to him by his counsel:

"Q. Did you have any conversation vdth
Morgan on the 26th day of November at

lunch, he and you and Mr. Sibley being pres-

ent there at tha<t time with reference to this

subscription?

"A. Yes."

(Trans, p. 52).

The following question was then asked the wit-

ness:

"Q. What was said at that time between
you and Mr. Morgan, Mr. Sibley being pres-

ent with reference to the subscription?"

Mr. Andrews, counsel for plaintiff, objected to the

question on the ground, first, that if the testimony

as offered was offered to prove revocation of the

subscription on Nov. 26, 1920, it v^s not admissible

because it was an attempt by parol evidence to mod-

ify and chan,g*e a written contract of subscription

previously introduced.

And second, upon the ground that it was not in

the power of defendant to revoke or modify a con-

tract of subscription because there was a^ consider-

ation for the agreement, other subscribers having

subscribed for the stock of the corporation relying

upon the subscription of the defendant, and that

mutual consideration made a contract between him
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and the other subscribers so that he had no power

by his own act or volition to change his status

without the unanimous consent of the other stock-

holders.

(Trans, p. 52).

The court sustained the objection, saying aimong

other things: "The contract in suit was made by

wire and letter to New York and that its attempt-

ed withdrawal was made in California, the court of

each of these staites have held that one who sub-

scribes or agrees to subscribe to the capital sto^"'

of the corporation thereafter to be formed may not

withdraw his subscription without the consent of

the other subscribers. And that doctrine seems to

me should govern in this case in view of the facts in

the case and for that reason and in that view the

objection will be sustained.

(Trans, p. 55).

Witness Collins being then upon the stand ten-

dered the following proof:

"Counsel now offers and says that if the witness

were permitted to testify he would answer and say

that at the Fairmont Hotel on the 26th day of No-

vember, 1920, the defendant and T. E. Morgan and

H. G. Sibley being present, the defendajit Collins

said to T. E. Morgan that he had come down to

see him and felt that he must cancel his subscrip-

tion to the stock in the Morgan Grain Company;

that thereupon T. E. Morgan said to him in sub-

stance, "If you cannot take it ajl, will you take $5,-
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000?" Collins replied to that and said "Yes, if you

will agree to cancellation of the subscription from

$25,000 down to $5,000 I will take $5,000 and pay

for it as soon as the call is made for it." Tha^t there-

upon Morgan said "That is perfectly agreeable. We
will cancel your subscription down to $5,000 and

when we make a call you can pay the $5,000 in

eajsh."

An exception was taken and allowed to the rul-

ing of the court and an objection to the court's re-

fusal to admit the testimony.

(Trans, p. 56).

The court directed the jury to return a verdict

as prayed for in the complaint, which verdict was

duly returned and judgment entered thereon.

SPECIFICATIONS OF ERROR
The errors of the Court below upon which de-

fendant relies for reversal are the following:

1. Refusal to submit to the jury the question as

to whether the defendant Collins had withdrawn

the alleged subscription to the stock of the plaintiff

company, upon which subscription the action was

brought.

2. Taking- from the jury the right to pass upon

the issues of fact above stated.

3. RefusaJ to admit the testimony of the defend-

ant Collins in answer to the questions on page (5%)
above and in sustaining the objection of the plain-

tiff thereto. The testimony which would have been
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given in answer to these questions is fully set forth

in the offer by counsel for defendant given on page

(6) above.

4. Direction of a verdict for plaintiff, which de-

fendant charges, is error on the grounds:

(a) That if any cause of aiction is stated in the

pleadings it is in favor of Morgan, the party with

whom Collins is alleged to have made the contract,

•aind not in favor of Morgan Grain Company, the

plaintiff herein; and

(b) Because there is a^ variance between the

pleadings of plaintiff in the case and the testimony

offered by him at the trial.

5. Error of the Court in denying the motion of

the defendant for a new trial.

POINTS AND AUTHORITIES
I.

The plaintiff, by the allegations of his complaint

(Trans, ps. 1 & 4) alleges the subscription to haive

been made to a corporation existing at the time of

the subscription incorporated under the laws of the

State of Delaware and ought not be permitted to

recover upon proof of a possible contract with a

promoter (in the absence of aiu assignment) made
in the State of New York prior to the incorporation

of plaintiff.

"The plaintiff must prevail if at all on the mat-

ters alleged in his declaration."

Hammer v. Downing, 39 Or. p. 504 at p. 516.

Opinion by Mr. Justice Wolverton.
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"The plaintiff is bound to recover if at ajl upon

the causes of action alleged and not upon some sepa-

rate and distinct cause of action which may be dis-

closed by the evidence."

Booth V. Farmers National Bank, 47 Or. p.

299, Skt page 302, 303.

Opinion by Chief Justice Bean.

"It has often been held by this Court that the

plaintiff must prevail if at all upon the matters

alleged in his complaint and that he cannot set up

one cause of action or suit in the complaint a^nd re-

cover upon another and different grounds of relief

alleged in the reply."

Union Street Ry. Co. v. First National Bank,
42 Or., p. 606, at p. 611.

Opinion by Mr. Justice Bean.

"The decree must be in a^ccordance with the al-

legations and proof of the parties, and it must be

consistent with the case made by the bill.
"

Burroughs, Receiver, v. Smith, 10 N. Y. p.

550 at 558.

II.

If the transaction between Morgan and Collins

VN^as a completed contract between them, then the

corporation has no right of aiction upon such con-

tract in the absence of due allegations and proof of

assignment.
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14 C. J., p. 523, Sec. 781.

Russell V. Broadus Cotton Mills, 39 Southern
712.

Lake Ontario Shore R. R. Co. v. Curtis, 80
N. Y. 219.

Dorris v. Sweeney, 64 Barbour 636.
Affirmed 63 N. E. 1121, 60 N. Y. 463.
Philadelphia Medical Publishing Co. v. Wolf-

enden, 248 Pa. St. 450, 94 A. 138.

Strasburg R. Co. v. Echternacht, 21 Pa. St.

220.

West V. Crawford, (Cal.) 21 Pac. 1123, 80 Cal.

19.

Woods Motor Co. v. Brady, 181 N. Y. 145, 73
N. E. Rep. 674.

III.

The first objection urged by plaintiff against the

testimony tendered by Collins based upon the

ground that the testimony as offered "was an at-

tempt by parol evidence to modify and chainge a

written contract of subscription" was not well taken

for two reasons: (a) Because "a • subscription to

take a certain number of shares of stock in a cor-

poration to be organized is not within the statute

of frauds." Fletcher Enc. of Corp. Vol. II, p. 1182.

14 C. J., p. 520.

Clapp V. Gilt Edre Consolidated Mine, 33 S.

D. 123; 144 N. W. R., p. 721.

Webb V. Baltimore and E. S. R. Co., 77 Md.
92; 26 Atl, p. 113 at p. 114.

Rogers v. Burr, 105 Ga. 432: 31 S. E. 438,

Vawter v. Griffin, 40 Ind. 593.
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(b) At the time of the withdrawal, November 26,

1920, the plaintiff was not yet organized and did

not come into existence in any form until the fil-

ing of its articles on December 8, 1920. Therefore

no contract existed or could exist between the de-

fendant Collins and the plaintiff corporation. Such

contract could only be formed between the plaiintiff

and the corporation by an offer upon the part of

Collins and an acceptance on the part of the cor-

poration after its formation.

1st Thompson on Corps., (2nd Ed.), p. 626,

par. 521, p. 628, par. 522.

14 C. J., p. 510 par. 762 a^nd authorities cited

under note 67.

Vermillion Sugar Co. v. Vollee, 134 La. 66,

and authorities cited under II above.

IV.

There is only one provision of law whereby a

subscriber becomes a stock-holder or is bound by his

offer to subscribe to the stock of a corporation

without an acceptance by the corporation after it

is orgainized and that is where, by statutory pro-

vision, the incorporators are required to sign and

file a statutory certificate as the first step in the

or^^anization of the corporation. One who signs

these statutory articles becomes a stock-holder

therein and is bound by his subscription without

further acceptance by the corpora^tion after orga-

nization.

14 C. J. p. 514, par. 767 and authorities under
note 82.
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14 C. J. p. 525, Sec. 783 and authorities under
note 97.

Lake Ontario v. Mason, 16 N. Y. p. 451.

Eehbein v. Raher, 109 Wis. 186; 85 N. W. 315.

Card V. Moore, 68 App. Div. N. Y. 327.

V.

But in such case one who does sign some sub-

scription paper or agreement but does not sign the

statutory articles required by law, is not bound

thereby and may withdraw at any time prior to

acceptance by the corporation after organization.

The Troy & Ry| Co. v. Tibbits, 18 Barbour
297.

The Troy & Ry. Co. v. Warren, 18 Barbour
310.

The Poughkeepsie & Salt Point Plank R. R.

Co. V. Griffith, 24 N. Y. 150.

Ra^egener v. Brockway, 58 App. D. 166, af-

firmed 63 N. E. 1121.

Lake Ontario Ry. v. Curtis, 80 N. Y. 219.

Avon Springs Sainitarium Co. v. Weed, Dis-

senting Opinion of Justice McLellan adopt-

ed 189 N. Y. p. 557, reversing 119 App. D.

560.

Dorris v. Sweeney, 64 Barbour 636.

VL
And it has been held that one who does sign this

statutory certificate may withdraw prior to the fil-

ing of the certificate in the proper office.

Burt V. Farrar, 24 Bairbour, 518.

Duchess & R. R. Co. v. Mabbett, 58 N. Y. 398.

Monterey & S. V. Co. v. Hildreth, 53 Calif.

123.
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VII.

Counsers second objection urged to the admission

of the testimony tendered by Collins, based upon

the ground "that he (defendant) had no power by

his own act or volition to change his status with-

out the unanimous consent of the other stock-

holders," (Trans. 52), was not well taken ajnd the

court erred in excluding such testimony (Trans.

55) for the reason that a subscription to the stock

of a corporation thereafter to be formed (and not

made by signing statutory articles required by

law), does not ripen into a contraict between the

corporation and subscriber until its acceptance by

the corporation and such subscription or offer may
be withdrawn at any time prior to such acceptance

without the consent of his co-subscribers, and no

right of action will aiccrue to the corporation by

reason of such withdrawal.

Clark & Marshall on Corp., Vol. II, p. 1407,

Sec. 451a (Ed. 1891).

Cook on Corp., Vol. I, 7th Ed. (1903), p. 466,

Sec. 167.

Rules of Prof. Collins of the Cornell Law
School, Cook on Corps, 7th Ed., Vol. I, p.

318, Sec. 75.

Thompson on Corps., Vol. I, (Ed. 1908), p.

621, Sec. 518.

Fletcher Cyc. of Corps., Vol. II (Ed. 1917),

D. 1225, Sec. 563, and cases cited in note 72.

14'C. J., pafre 524, Sec. 783.

ElHott on Private Corps. ,Sec. 98.

Taylor on Private Corps., Sec. 92.

1 Purdy's Beach Corn. Sec. 240, (cited with
approval in King Howeth, 140 P. 1184).

Planters & Merchants Independent Packett
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Co. V. Webb, 156 Ala. 551; 16 Am. & Eng.
Ann C;3.SGS ^20

Bryant's Pond Steel Mill Co. v. Felt, 87 Maine
234; 32 Atl. 888; 33 L. R. A., 593.

Hudson Real Estate Co. v. Tower, 156 Mass.
82; 30 N. E. 465.

Plank's Tavern Co. v. Burkhard, 87 Mich.
182; 49 N. W. 562.

Wright V. Merchants Packett Co., 104 Miss.

507; 61 So. 550; Am. & Eng. Ann. Cas.

Vol. 37 1915 C, p. 1111.

Vermillion Sugar Co. v. Vallee, 134 La. 661;
64 So. 670, Am. Ann. Cas. Vol. 39, 1916a,

p. 695 and authorities cited under note
thereto.

Canyon Creek v. Allison 53 Mont. 604 (1917)
165 Pac, p. 753.

King V. Howeth ^Okla. Supreme Court 1914),
140 Pac. 1184; Par. 4.

Myrtle Point v. Clark, 203 Pac. 588 (Oregon).

New York Cases

:

The Troy & Ry. Co. v. Tibbits, 18 Barbour
297.

The Troy & Ry. Co. v. Warren, 18 Barbour
310.

The Poup-hkeeDsie & Sa,lt Point Plank Road
Co. V. Griffith, 24 N. Y. p. 150.

Burt V. Farrar, 24 Barbour 518.

Raegner v. Brockway, 58 App. Div. Rep., p.

166, Affirmed 63 N. E. 1121.

Lake Ontario Ry. v. Curtis. 80 N. Y. 219.

Avon Springs Sanitorium Co. v. Weed, dis-

senting oninion of Justice McClellan ad-

opted 189 N. Y., p. 557 reversing 119 App.
Div. 560.

Again reverting to the rule in the states other
than New York. We further cite 14 C. J.

p. 524, Section 783, where the author
under Note 94 collates practically two col-
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umns of aiuthorities in support of the rule

and under Note 98 of the same section

cites but three authorities holding to the

contrary and reviews the objections to the

minority doctrine.

Notice of withdrawal may be given orally to the

party or agency having control of the enterprise

and who is solicitor for stock subscriptions.

14 C. J., page 525, note 95, Sub-Div. a.

Cook V. Chittenden, 25 Fed. 544-546.

Canyon Creek El. Co. vs. Allison, 53 Mont.
604, 165 Pac. 753 at Par. 6, p. 756.

vni.

The district court was in error in holding that

the Lake Ontario case against Mason offered in

evidence against plaintiff is the prevailing doct-

rine in New York under the facts of this case, (Col-

lins not having signed the statutory airticles of in-

corporation), and was further in error in holding

that the doctrine adopted either in New York or

California is controlling in this case for the reason

that,

"Subscriptions to the stock of a corporation are

construed and the rights aind liabilities of the par-

ties determined according to the law of the domi-

cile of the corporation.^'

14 C. J. D. 535, Sec. 799 and authorities under
note 96.

7 R. C. L., p. 250, Sec. 223.

Fletcher Cyc. Corps. Vol. VII, p. 7465.
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IX.

The record will be searched in vain for either

pleading or proof constituting estoppel in any form

against the defendaint Collins.

ARGUMENT

Two questions are submitted to the Court for

consideration upon which the plaintiff in error

chiefly rests its case.

First, the Court erred in directing a verdict for

plaintiff, for the reason that there was a variance

between the pleading of the plaintiff aoid the testi-

mony offered by it at the trial. And by reason of

such variance the plaintiff had failed to sustain the

allegations of its complaint so as to entitle it to a

verdict.

Second, the Court erred in refusing to admit the

testimony offered and tendered by the defendant

Collins tending to show that he had withdrawn the

subscription which he had previously agreed to

take.

Discussing these questions separately we call at-

tention to the direct allegations of the complaint

which clearly define the theory upon which plaiintiff

bases its cause of action. The direct allegations

of the complaint are in substance that the plaiintiff,

at the time of the bringing of the action and at al!

of the times mentioned in the complaiint, was r

corporation organized, incorporated and existing

under the laws of the State of Delaware. * * * That
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on or about November 4, 1920, the defendant sub-

scribed for and offered and agreed in writing to

take 250 shares of the capital stock of plaintiff. * *

And offered and agreed to pay the sum of $25,000

for said stock. * * * * That said subscription was

one of a number of subscriptions to the stock of

plaintiff made by various persons at or about the

same time. That plaintiff accepted defendant's sub-

scription as tendered. That thereafter and pursu-

ant to said contract of subscription defendant paid

plaintiff the sum of $5000 ** * *

It is important now to note that there is no alle-

gation either directly or by implication tha<t any

contract or agreement was ever entered into by or

between the defendant Collins and Morgan or by

and between Collins and any other person. The

allegations are of a direct subscription to a corpor-

aition allesfed to have been then in existence. There

is no alleQ:ation that any other person or persons

subscribed or agreed to subscribe for stock in the

corporation relying upon any subscription or prom-

ise of the defendant. There is no allegation that

any rights v/hich T. E, Morgan or any other sub-

scriber may have haid in any contract made witl^

Collins had been transferred to or in any manner

acquired by the pla,intiff after its incorporation.

No allegation that the defendant Collins agreed to

pay to the corpora<tion or to any other particular

person, for the benefit of the corporation, the

amount agreed to be paid for the stock subscribed

for. The theory of plaintiffs case as presented by
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its complaint is purely one of subscription to the

capital stock of the corporation.

Plaintiff, by its reply, admits "that plaintiffs

a^rticles of incorporation were filed by the Secretary

of State of the State of Delaware on the 9th day

of December, 1920, and that on the 15th day of De-

cember, 1920, an election of officers was held and

that at such election T. E. Morgan was duly elected

President of the plaintiff," aiud denies all of the

other affirmative matter alleged by the defendant

in his answer.

Plaintiff, in support of its complaint, offered in

evidence the certificate of incorporation of the

plaintiff as filed with the Secretary of State of the

State of Delaiware on the 8th day of December,

1920, which recites:

"The names and places of residence of the

subscribers to the capital stock and the num-
ber of shares subscribed for by each are as
follows

:

Name Residence No. of Shaires

T. E. Morgan, San Francisco, Cal. 10
H. G. Sibley, San Francisco, Cal. 10
A. H. Anderson, San Francisco, Cal. 10

The certificate is signed and a<^knowledged under

a statement tha,t the facts stated are true by T. E.

Morgan, H. G. Sibley and A. H. Anderson and was
so acknowledfred on the 1st day of December, 1920.

We particularly desire at this time to call atten-

tion in this connection to that part of the Articles

of Incorporation of pla^intiff which recites:

"The names and places of residence of the
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subscribers to the capital stock and the num-
ber of shares subscribed for by each are as
follows:

Name Residence No. of Shares
T. E. Morgan, San Francisco, CaJ. 10
H. G. Sibley, San Francisco, Cal. 10

A, H. Anderson, San Francisco, Cal. 10"

and the certificate of Morgan, Sibley and Anderson

that the facts stated are true.

For convenience we at this time set forth the fol-

lowing excerpts from the general corporation laws

of the State of Delaware prescribing the necessary

steps for the formation of a corporation. The cer-

tificaite of a corporation shall set forth:

"The amount of capital stock with which it

(the corporation) will commence business

whi^h shall not be less than $1000."

"The names and places of residence of

each of the original subscribers to the capi-

tal stock."

"The certificate shall be sip*ned and seajed

by each of the orinrinal subscribers to the cap-

ital stock * * * * and shall be acknowledged
before any officer authorized by the laws of
the State to take acknowledgements of deeds,

to be the aict and deed of the signers respect-

ively and that the facts therein stated are
trillV set forth,"

"Upon makinq: the certificate of corpora-
tion and caiusinp* the same to be filed and cer-

tifi'^d cony thereof recorded as aforesaid and
pjpyinp- the license tax therefor to the Secre-
tary of State the persons so aissociatin.o*,

their successors and assigns, shall from the
date of such filinp- be and constitute ai body
rornorate by the name set forth in said cer-

tificate."

"Until the directors are elected the signers
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of the certificate of incorporation shall have
the direction of the affairs and of the orga-

nization of the corporaition ai:id may take
such steps as are proper to obtain the neces-

sary subscriptions to stock and to perfect the

organization of the corporation."

General Corporation Laws of the State of

Delaware.

The status of plaiintiffs subscription then must

necessarily be that of a subscription made for the

stock of a corporation not yet organized or in ex-

istence and as such must be controlled by the rules

of law governing subscriptions to the capital stock

of a corporation not yet formed.

Further contradicting the allegations of its com-

plaint, the plaintiff offers evidence embodied in the

telegram and letter sent by Collins on November
4th personally to T. E. Morgan at New York and

the testimony of A. H. Anderson, who was present

in New York, that the telegram was received by

Mr. Morgan. The language of this wire to Morgaiu

is:

"Will take twenty five thousand stock as
agreed with payments as follows : Five thou-
sand December first; Five thousand March
first balance on or before September first.

Will meet you in Sa^n Francisco and arrange
working scheme."

Mr. Anderson testified (page 44 transcript):

"Mr. Hale instructed Mr. Sibley and myself
that we could subscribe for the stock of the
Morgan Grain Company on behalf of George
Wills & Sons saying that Mr. Collins had sub-
scribed and that Mr. Morgan had subscribed.
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I subscribed for stock; Mr. Sibley subscribed
for stock/'

It is perhaps fair to presume that the telegram

received by Morgan was shown to Mr. Hale, Mr.

Sibley and Mr. Anderson though the testimony

does not disclose that this was done. The testimony

of Mr. Anderson was admitted by the Court (page

43 transcript) for the purpose of showing consider-

ation for Collins subscription. But there is no evi-

dence either hearsay or otherwise, that a^ny of the

persons who then or subsequently subscribed to the

stock of the corporation would not have subscribed

except for the subscription of Collins. No evidence

that any of the persons then, prior thereto or sub-

sequent thereto promised Collins to subscribe or

that Collins then or at any time afterward knew
what other persons or amounts had been subscribed.

It is evident that Collins himself, aiS well as all

other persons interested, intended the transaction

between himself and Morgan to be a subscription

to the stock of a corrioration thereafter to be

formed but if the evidence discloses a contract be-

tween any persons it was not with the corporation,

nor with other subscribers, but a contract with Mor-

gaiu alone and if a contract between Collins and

Morgan, it is one uDon which Morgan alone would

have the rio-ht of action in the absence of an as-

signment of his contractual rights to the corpora-

tion. (Authorities cited under point II. page 14

of this brief).

If considered as a contract entered into between
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Morgan a^nd Collins by reason of the correspond-

ence passing between them, then plaintiffs proof

would not correspond with the allegation of its

complaint nor with the theory upon which the case

was presented and the Court would be in error in

directing a verdict for the plaintiff based upon

such contract.

If the transaction between Collins and Morgain

be considered (as it evidently was considered by

the Court) to be a subscription made by Collins t^

the capital stock of a corporation to be thereafter

created, it constituted under the law nothing more

than a continuing offer to tafce stock in such cor-

poration upon its formation and as such was re-

vocable by the subscriber at any time prior to its

acceptance by the corporation and in any event

prior to the filing of the certificate of orgainiza-

tion of the corporation and without the consent r

'

other subscribers. (Authorities cited under point

VII, pages 17 aind 18 of this brief).

The sole question then became a question of fact

as to whether or not the defendant did withdraw

or modify his subscription prior to the filing of the

certificate of incorporation which could only be de

termined by the jury upon consideration of the tes-

timony tendered by Collins and erroneously excliK'

ed by the Court, which leads us to ai consideration

of what we contend to be error of the Court in e^

eluding the testimony tendered.

The case at bar is distinguishable from many
reported cases involving stock subscriptions, the dis-
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tinctive feature being that in the present case

(aside from the question of pleading which we have

heretofore discussed) there is involved as the only-

legal question "The right of a^ subscriber to the

stock of a business corporation, to be thereafter

formed, to withdraw or modify his subscription

prior to the formation of the corporation without

the consent of other subscribers." An examination

of the books discloses that in some of the earlier de-

cisions (14 C. J. page 512, Section 765) and at least

in one recent case (Neb. Chickory Co. v. Lednicky,

113 N. W. paige 245), the litigation arose over the

contention made by the defendant that the sub-

scription to the corporate stock of a corporation

created no liability and was not enforcible either

by a co-subscriber or by the corporation after form-

ation. In this class of cases, no question of with-

drawal or attempted withdrawal is involved, the

sole question being one of enforcibility of the con-

tract in the absence of withdrawal. Another class

of cases involves the right of a corporation to

bring action in its own name to enforce a subscrip-

tion made prior to the formation of the corpora-

tion and remaining unmodified aind unrevoked until

after the formation of the corporation and its ac-

ceptance by the corporation. In this class of case^^'

no question of withdrawal is involved. Both of

these propositions we deem to be settled law in the

affirmative aiud they are not involved in this case,

but we refer to them for the reason that the vari-

ous courts have often used misleading language in
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such cases, quite applicable to the law and facts of

such case, but not a«t all applicable to a case where

there is a withdrawal prior to acceptance. There is

another class of cases involving the right of with-

drawal of subscriptions made to charitable institu-

tions and others where, under proper allega<tionp.

and proof of part-performance the question of

estoppel has been presented and sustained, a ques

tion not involved in the present case by reason of

the absence of both pleading and proof sufficient

to constitute estoppel.

Our examination of the books lea<ds us to say

that at the present time the overwhelming weight

of authority, in fact almost a universal holding of

both text books and case law, is, that a subscrip-

tion to the stock of a business corporation, maide

either before or after the organization of the cor-

poration, is a continuing offer made to the corpor-

ation which does not ripen into a contract until

is accepted by the corporation in the form in which

it is presented and that such offer, like other

fers, may be withdraiwn or modified at any time

prior to its acceptance by the corporation, (author^*

ties cited under point VII, pages 17 and 18), except

in states where the organic lav/ of corporations pro-

vides for the filing of a certificate of orgairization

containing the naimes of the subscribers and the

amount of stock subscribed by each and in such

states the subscription, if made as a part of the

certificate of organization, is binding and irrevr

cable, in absence of consent of the co-subscribers
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(authorities cited under point IV, page 15), but in

such states of such subscription is made by some

preliminary paper or paper not designated by

statute, it also is a continuing offer and is not bind-

ing and may be withdrawn at any time prior to

ajcceptance by the corporation. (Authorities cited

under point V, page 16). We will not attempt to

discuss all or any great number of the cases cited

by us in support of this doctrine but inasmuch as

the case of Lake Ontario v. Mason, 16 N. Y., page

451, is in evidence as part of plaintiffs ca^se and

is a case upon which the Court largely relied in re-

jecting the evidence tendered by the defendant, we

v/ill discuss it in connection with some other New
York cases for the purpose of showing that it i

not applicable to the case at bar.

THE MASON CASE
Why it is not aDplieable a,s a matter of law

to the present case.

In the Mason case the defendant did not sign a

preliminary aerreement of subscription but did sign

THE ARTICLES OF ASSOCIATION provided for

by statute ar^d in so doing the defendant brought

himself directly under the rule laid down and sus-

tained by authorities under point IV on page 15

of this brief.

In the Collins case the subscription was made by

telegram and letter signed and sent prior to the

formation of the corporation and Collins did ijot

sign the articles of association and by sa doing he
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is brought within the rule laid down and sustained

by authorities under points V and VII, page 17 of

this brief.

In addition to the authorities cited under these

respective points a clear discussion of the subject

will be found in the case of Badger Paper Company
V. Rose, (Wis.) 37 L. R. A. page 162 at page 165.

It is not pretended in the caise at bar that the de-

fendant signed any articles of association or even

signed any contract of any character that con-

tained the signature of any person other than him-

self, and the plaiintiff by offering in evidence the

articles of association of the Morgan Grain Com-
pany, negatives any possible contention that the

defendant is bound by reason of having signed any

such articles. The Mason caise was one arising

under the act of April 2, 1850 of the Legislature of

New York providing for the formation of a rail-

road corporation and like the Plank Road Act and

the act for formation of Business Corporations,

required ais the first statutory step the fihng in the

proper office of certain articles of association. The
defendant Mason signed these articles and they

were duly filed containing his signature. By sifrn-

ing such articles of association the defendant Ma-
son, by virtue of the statute, secured to himself Sin

assurance that he would have stock allotted to him
by the corporation to the extent of his subscrip-

tion and secured to himself, as well as to each o"

the other subscribers to the articles of association,

a positive right to parti cipaite in the selection of
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the corporate directors and did so participate by

naming the directors in the articles of association

secured to himself the right to participate in the

organization of the corporation, the election of its

officers and its place of loca^tion.

Having signed these articles of incorporation, a

paper required by law to be filed as the first sta-

tutory step in the organization of the corporation,

the paper was thereby agreed to be used for the

purposes for which the la^w required it to be exe-

cuted and was an executed contract; therefore ir-

revocable without the consent of other co-signers.

Under these circumstances the Court in the Mason

case said:

"The advantages to be derived from being
a member of such company and of the con-

sequent right to participa,te in the pecuniary
dividends is a positive benefit, and where the
a?>:reement secures that advantage to the sub-

scriber on the organization of the company,
the objection of a want of consideration can-

not be made with success.^

However, the signing of these statutory articles

of association is a very different thing from sign-

ing a preliminary subscription or agreement not

provided for by statute and is governed by differ-

ent rules of law and this rule of law constitutes

the distinction between the Mason case and the

Collins case.

An examin?ition of the Plank Road Act of New
York and of the Railroad Act of New York dis-

closes practically the same procedure necessary ir>

order to form a corporation of either kind, which
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consists in the signing and filing of articles of as-

sociation similar to the articles required by the laws

of Delaware. The case of Poughkeepsie Salt Point

Plank Road Company v. Griffin, 24 N. Y. at page

155 is a plank road case, but the Court says at pa<ge

155:

"So far as the present question is con-

cerned I think the provisions are identical"

The Poughkeepsie v. Griffin case was one where

Griffin, the defendaftt, did sign a preliminary

agreement but did not sign the articles of associ-

ation. The Griffin case is a much later case than

the Mason case and it is significant that in the

Griffin case no mention is made of the Mason case

but the Court holds, the point being directly in-

volved, that Griffin could not be held upon his pre-

liminary subscription and in so holding, uses this

language

:

"Anyone who withdra,ws here or is allowed
to drop out of the enterprise before this

binding transaction takes place has failed to

become a shareholder and has no interest in

or liability for any stock which has been or
shall be created."

The position of Collins is that of Griffin aind not

that of Mason. The Griffin case, decided by the

Appellate Court of the State of New York, cites

with approval the case of The Troy Railroad Com-

pany V. Tibbetts, 18 Barbour, 297 and also the case

of The Troy Raalroad Company v. Warren, 18 Bar-

bour, 310.

In the case of Raegener v. Brockway, 58 Appell-
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ate Division New York Reports, page 166, affirmed

by the Court of Appeals of New York, in 63 North-

eastern Reporter, page 1121, where a note was
given to the promoters of a company to be formed,

the giver of the note not himself taking part in the

formation of the corpora^tion but giving the note as

a basis for its formation, the Court said:

*'It was sent to the promoters of the com-
pany and thereafter its legal character was
an open continuing propos^ to the promoters
of a company to be former subject to revo-
cation at any time before such a company
was actually formed or had accepted the pro-
position

****'*

The Court continuing said:

"Undoubtedly when such a note is given
and on the faith of it the compa^ny secures
its ri)?ht to form the corporation and to do
business one who has given a capital stock
note, though he may have received no policy

or consideration therefor and may not ha^ve

intended to be bound cannot escape lia^bility,

but that is for the reason that the rights of
the state and creditors and those dealing with
the corporation have intervened ***** ^

Where, however, as here, it appears that a
proposal was made and a note in accordance
was p-iven to the promoters of a company and
long before the incorporation the maker of
the note rescinded the proposal and sought
to get it back * * * * and as the result of false
representation as to its being misplaced or
lost he was una^ble to obtain its return, it

would be a palpable fraud on him to hold
that under such circumstances he was liable."

And in Woods Motor Vehicle Company v. Brady,
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Court of Appeals of New York, March 14, 1905, 73

Northeastern Reporter, at page 675 the Court sa^ys:

'There was no agreement to form a cor-

poration * * /'

And the Court continuing says:

"The plaintiff was not a party to the sub-
scription paper which was signed by eight

persons and which, if capa^ble of enforcement
at all, could be enforced only by one of the
contracting parties against another."

Under certain forms of contract in the absence

of withdrawal a preliminary contract may become

enforcible even though the statute requires the fil-

ing of articles of association as the first statutory

step.

Yonkers Gazette Co. v. Taylor, 30 Appellate
Division Reports, page 334,

In this latter case of Yonkers Gazette Company
V. Taylor, there was no question of withdrawal in-

volved. The direct point involved was whether or

not one who had signed ai preliminary agreement

and had not signed the statutory articles of associ-

ation, but whose name had been signed thereto bv

another, and permitted his subscriT)tion to the origi-

nal paper to remain unrevoked until after the for-

mation of the cornoraition and acceptance of his

offer, could be held liable. The Court held that

the subscriber, under the circumstances, could be

held upon his subscription notwithstanding the fact

that he had not signed the articles of association

and in the case of Woods Motor Vehicle v. Brady,

39 Miscellaneous New York Reports, page 79, in a
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like case where the subscriber had signed a preli-

minary subscription but whose name did not appear

upon the articles of association, was held liable up-

on such subscription based upon the case of Yonk-

ers Ga^zette Company v. Taylor, the Court having;

fully expressed his views contrary to the Taylor

case but felt bound by its precedent. Upon appeal

of the Woods Motor Vehicle case to the Appellate

Court of New York, 181 N. Y., page 145, that

Court reversed the appellate division and held that

the preliminary contract, if enforcible at ajl, was

only enforcible between the individuals signing the

contract and not by the corporation. In neither of

these cases was the question of withdrawal involv-

ed. The point determined was whether or not in

the absence of withdrawal, a person who had not

signed the articles of association could be held on

an unrevoked contraict, and the further point in

the Woods-Brady case of the proper parties to the

action.

In the 68th Appellate Division Reports, N. Y., in

the ca^se of Card v. Moore, page 327, the Court, in

referring to such an agreement uses this language

:

"They might meet and agree upon the pro-

posed incorporation, the terms thereof, and
proceed to the perfection of their project

without the knowledge or the concern of the

sovereign power, but that power has required
that after these steps directed by the statute

have been taken there shall be ai certificate

thereof deposited with the Secretary of State
in his office."

This, then is the first direct relation between the
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individuals and the State and in the case of Lake

Ontario R. R. Co. v. Curtis, 80 New York Reports,

Court of Appeals, the Court uses this language:

"If a<ny action could be maintained upon it

by any person it must besomeone of the sub-

scribers or his assignee. The legal effect of
the contract is restricted to them. The gen-
eral rule applicable to the parties before us
and the instrument signed by the defendant
is that when two persons for a consideration
sufficient as between themselves covenant to

do some act which, if done, would incidentajly

result in the benefit of a mere stranger that
stranger has not a right to enforce the cove-
nant, though one of the contracting parties
might enforce it against the other. As to the
plaintiff, the contract is purely voluntary and
without consideraition."

We conclude that the rule of New York coin-

cides with the great weight of authority (point V,

pages 16 and 17) to the effect that a subscription

to a preliminary paper (not designated by statute)

constitutes a continuing offer which, upon accept-

ance by the corporaition, ripens into a contract with

the corporation and may be enforced by it but until

the corporation is organized and the offer accepted

the subscriber is at liberty to withdraw his offer,

and that the Collins case comes within this rule and

not within the rule laid down in the Mason caise.

CALIFORNIA CASES
At the time of the trial the plaintiff did not of-

fer in evidence any of the California cases whin>^

were presented to the Court but did present to the

Court in its argument the case of West v. Craw-
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ford, 80 Cal. 19, 21 Pac. at page 1123, and Marys-

ville Electric Light & Power Company v. Johnson,

93 Cal. 538, 29 Pac, page 126, and Pacific Fruit Co.

V. Coon, 107 Cal. 447, 40 Pac. page 542, and based

upon these a^uthorities at that time, the Court de-

fines the rule in California to be:

"One who subscribes or agrees to subscribe

to the capital stock of a corporation there-

after to be formed may not withdraw his

subscription without the consent of the other

subscribers." (Tr. 55).

We think, however, each of these cases is clearly

distinguishable from the case a<t bar and they do

not support the contention of the plaintiff or the

conclusion of the Court. Some language used, per-

haps, in each of the cases might indicate the doct-

rine contended for by plaintiff but it must be re-

membered that the Courts in these cases were dis-

cussing the particular case aoid the circumstances

surrounding it and the point directly involved

therein. Both the West-Crawford case and the

Marysville-Johnson case were actions brought up-

on a contract and not actions brought upon sub-

scription and in neither of these causes was the

question, of withdrawal involved. The West-

Crawford case was an action between individuals

under proper allegations of a contract between in-

dividuals. In the Johnson case the main point in-

volved was whether or not the corporation, when

formed, could bring action in its own name upon

contract made for its benefit and in this case there
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were proper allegations of the contract between the

individuals.

The question involved in the Pacific Fruit case

was whether or not a subscription made to a cc

poration then in existence and accepted by the cor-

poration could afterward be withdrawn or cancell-

ed without the consent of all other stockholders, a

question not at ajl involved in the present case. The

language used by the Court, taken alone upon this

point would seem to be broad enough to cover a^^

cases of subscription, but it is clear the Court had

no intention of applying the rule to any case other

than the one being then considered. We will not

take space or time to discuss these caises further

but have referred to them herein for the reason

that the Court, based upon these cases, in our opin-

ion was also in error as to the rule in California.

In conclusion we add that neither the rule in N^

York nor the rule in California should be consider-

ed aiS controlling of the case. (Authorities und:

point VIII, page 19).

Summing up, we submit that the practically una-

nimous opinion of the text writers and commenta-

tors on the subject and the preat weight of judi-

cial decision are in accord with fundamental prin-

ciples of the law. If the defendant Collins was a

party to a contract it must have been either with

Morgan or the Morgan Grain Company. To hold

the former is to do violence to the obvious intent

of the parties—nothing was further from the minds
of either Morgan or Collins than that the telegram
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and letter sent by Collins to Morga^i created any

immediate contractual relation between them and

their language does not import any meeting of their

minds on that point. But if there was a contract

between them there is nothing in the pleadings in

this case to support ain action upon it.

On the other hand, if it is contended that the ne-

gotiations here constituted a contract between Col-

lins and the Morgan Grain Company, it is apparent

at once that prior to the organiza^tion of that cor

poration there was lacking an indispensable element

of a contract that of an existing party to contract

with.

It is pretty generally, and, no doubt, properly

held that such writings as Collins subscribed may be

ir^terpreted as oDen offers, and if they are not with-

drawn until the other party comes into being and

are then accepted a contract results. To hold that

such offers to a non-existent party constituted a

binding and irrevocable contraict when made vio-

lates, we submit, clear and plain principles of law.

This is sufficiently shown by the futile struggle of

the few courts which have so held to find a basis

in logic or common sense upon which their decis-

ions may rest. These logical contortions may be

pardonable when they aire directed to remedy hard-

shins or injustices, though even then their chief

merit is to illustrate the maxim that hard cases

make bad law; in the present instance, where the

withdrawal of the offer was timely and there is

not the leaist scintilla of evidence that any money
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was spent or any financial commitments made o^^

the strength of the offer, even that excuse is lack-

ing. Where long established rules of law, sound

reason and the overwhelming weight of authority

all concur, the result should not be doubtful.

Eespectfully submitted,

JAMES H. RALEY,
RICHARD W. MONTAGUE,

Attorneys for Plaintiff in Error.
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H. W. Collins,
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To the Honorable William B. Gilbert and the Honor-

able Frank H. Rudkin, Circuit Court Judges, and

to the Honorable Jeremiah Netterer, District Judge:

Defendant in error respectfully petitions the court

for a rehearing and a reargument of the issues herein.

In the opinion rendered by this court it is said:

'^The principal assignment of error is based
on the ruling of the court excluding testimon}^

tending to prove a revocation or cancellation of

the subscription before the corporation was
formed, and before the offer was accejJted.

Agreements to subscribe for stock of corpora-



tions to be formed in the future may assume
ciittereut forms witii difterent results. For
example, if an individual, acting singly and
AYitliout cooperation witii oiliers, offers to take

stock m such a corporation, all the authori-

ties agree tliat the oiter may be rescinded or

revoked at any tnne before the corporation is

formed and tlie oher accepted. This upon the

familiar principle that it takes two parties to

make a contraci, and that if one is not Domid the

other is not. in otlier words, tliat a mere un-
accepted olfer cannot in the nature of things con-

stitute a binding contract."

To the foregoing statement, with which we are in

entire accord, we venture to add that it is immaterial

whether the corporation is actually in existence or is

yet to be formed at the time the subscription is made.

In either case such an individual may withdraw prior

to acceptance of his offer by the corporation. The

fact that the corporation is yet to be formed merely

accentuates the fact that no contract with the corpo-

ration can be in existence until the corporation is

formed and accepts the offer.

We submit that it is also true that if a corporation

should give 1) a valuable consideration in return for

JJ's promise to take and pay for 250 shares of that

corporation's stock at par if and when tendered to

him by the corporation that D would not have the

right to refuse to take such stock nor could he free

himself from his obligation to do so by merely notify-

ing the corporation before the tender was made that

he would not take the stock.



In Pomeroy^s Equity Jurisprudence^ vol. 6, section

773, the author with his usual clarity says

:

^^ Courts of equity often speak of enforcing an
option as if such enforcement were an apparent
exception to the rule of mutuality. in fact

mutuality has nothing to do ordinarily with
contracts of option. The option is only a bind-

ing offer. The promisor has parted tvith the

right to ivithdraw his offer,^ There is nothing to

enforce in equity before the exercise of the op-

tion, as the promisee has already obtained his

right,—to have the offer kept open. Upon the

exercise of the option, i. e., the acceptance of the

offer,—and the tiling of the bill by the promisee
would be one way of exercising it,—the option
ceases as an option, and eouity has an ordinary
bilateral contract to deal with. Thus it is usu-
ally said that an option to renew a lease is en-

forceable at the will of the lessee having the op-
tion. In fact the lessee must first exercise his

option and then he has a binding contract for
the renewal, and not an option. It can make no
difference that defendant has tried to withdraiv
the option. Re hound himself not to do so. This
view is further supplied by the enforcement of
an exercised option which was under seal, and
without actual consideration. The offer being
under seal cannot be withdrawn. Upon its ac-
ceptance, the court cannot be concerned with the
lack of consideration (which is a good defense
to specific performance in equity) for it is the con-
tract and not the option that is being enforced."

And Professor Williston of Harvard University

in his work on Contracts, vol. 1, sec, 61, says

:

^^ Every offer, as has already been seen, is a
promise. It follows that if a seal is put upon an

*Wherever italics are used they are ours unless indicated to the contrary.



offer, it becomes a binding promise. The promise

is, of course, conditional and until the perform-

ance of the condition is made or tendered, there

will be no liability upon the promise, but in this

respect the promise does not differ from any
conditional promise in a contract. So^ if consid-

eration is paid for an offer, though no seal is at-

tached, the offer is a contract. Such contracts

are generally called options.

Instead of making the promise contained in an
offer directly enforceable by means of a seal or

consideration not infrequently a collateral promise

is made by the offerer that he will leave the offer

open for a specified time, and this collateral

promise is supported by seal or consideration. It

has been suggested that in such cases the offerer

has the power to revoke his offer, thereby render-

ing himself liable in damages, not on the main
contract which he offered to enter into but on
the subsidiary promise to leave his offer open;
but since the agreement on the part of the offerer

that his offer shall remain open can readily be
enforced, and the intention of the parties carried

out by simply regarding the offer as irrevocable

during the agreed period, it is hard to And a
good reason why the law should not thus specifical-

ly enforce the contract; and, in fact, without re-

gard to whether the offerer expressly promised
for consideration to leave his offer open for a
fixed period by a collateral promise, or simply
made the main promise in the offer though condi-
tional upon some future performance binding by
present consideration, the courts in both cases
have held the offer irrevocable.

And so in jurisdictions where a seal still has
its early significance if the offer was under seal.

Most of the cases cited on the point relate to
options for the sale of land, and the suggestion
is possible that as the contract proposed by the



offer in such a case would be specifically enforce-

able because it relates to land the subsidiary con-

tract to keep the offer open might also be spe-

cifically enforced, without admitting that such sub-

sidiary agreements are specifically enforeable when
the offer is of a different character. But none of

the cases take this distinction and there is author-

ity for the same rule in the case of an offer to sell

chattel property.''

We submit further that the foregoing is equally true

if A, B and C give D a valuable consideration in re-

turn for D's promise to take and pay for 250 shares

at par of a corporation's stock if and when tendered

to him by the corporation. A valid agreement has

been entered into by A, B and C with D, and D cannot

withdraw his offer or free himself from his obligation

to take the stock by notifying the corporation to that

effect prior to the tender of the stock to him and the

acceptance of his offer because for a valuable consid-

eration, in the words of Professor Pomeroy, ^^he

parted with the right to withdraw his offer". This

valid agreement between A, B, C and D having been

entered into for the benefit of the corporation, can

be enforced by the corporation. Whether the consid-

eration which D received for his promise came from

A, B and C or directly from the corporation clearly

cannot affect the corporation's right to enforce the

option which D has given.

Thus, in Marysville Electric Light & Poiver Co, v,

Johnson, 93 Cal. 546, in which the plaintiff corpora-

tion enforced payment of a stock subscription made
prior to its incorporation, the court said:



^^The agreement above set out is certainly valid;

the corresponding promises of the other signers,

and the common object sought to be accomplished

by all the parties to it, constitute a sufficient con-

sideration for the promise of defendant .
^ * *

And it is not material to the right of the plaintiff

to maintain this action that it is not expressly

named in such agreement as the promisee. The
agreement is to be construed according to the

evident intention of the parties to it. It just as

clearly appears that it was the intention of all

the parties that the promise of each should inure

to the benefit of the corporation when formed as

if such intention were expressly declared; and
therefore in legal effect, the promise of defendant
was to pay the plaintiff corporation when organ-

ized. Tlie corporation really represents the par-

ties to the agreement ; it was brought into exist-

ence hy thefn as an agent to carry on the business

named in the agreement^ and through which they
were to secure the henefits to arise from their

mutual and corresponding promises. The agree-

ment between the parties signing it was, in legal

effect, that they would form the plaintiff corpora^
tion and pay to it, as their common representative,

the amount hy them subscribed for its stock and
the plaintiff is therefore authorized to sue upon
such agreement as a contract made for its benefit/'

It would also appear undeniable that it would be

immaterial if the stock which D agreed with A, B and

C to take was of a corporation yet to be formed, D's

contract is not with the corporation but with A, B
and C with whom for a valuable consideration he has

promised to take stock in a corporation, if formed, and

if and when tendered to him. Clearly this is a valid

agreement made for the benefit of the corporation and

when it is formed it can enforce it. In the meantime,



prior to the formation of the corporation, D is not

free to withdraw his offer because for a valid con-

sideration he has given up his right to do so.

It is also clear that the consideration that can make

the foregoing contract valid can be the mutual prom-

ises of A, B, C and D each to take stock in the pro-

posed corporation. If the promises of A, B and C to

take and pay a specific price for certain stock in a

corporation thereafter to be formed is secured and

given on the strength and reliance of a similar promise

from D^ surely a contract has been created between

these parties. Neither D nor A, B or C can free him-

self from his obligation to take and pay for stock

when and if tendered to him after the corporation is

formed by repudiating his promise prior to the ac-

ceptance of his offer because for a valuable considera-

tion that is the very thing which D and each of the

other parties has agreed not to do.

In Hamilton etc. Co. v. Rice, 7 Barb. (N. Y.) 163,

the corporation enforced a subscription agreement

made prior to its incorporation. The court said

:

^^The agreement under consideration not only
bears on its face the evidence of a consideration
founded on the pecuniary advantage of member-
ship, but also upon the mutual promises expressed
as clearly as words can speak. (Stewart v. Ham-
ilton College, 2 Denio 417.) The mutual promises
of the several subscribers constitute the considera-
tion, but the promise is to pay the subscriptions
to a third party, viz, the corporation to be there-
after organized. That there is no tenable objection
founded on the fact that the promise is to pay a
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third party, is established by the decision in the

case of Barker v. Bucklin (2 Denio 45). And
that the promise is valid and binding, notwith-

standing the party to whom the payment is to

be made is a corporation not then m existence,

but to be formed thereafter, we have proved by
the cases of Stanton v. Nelson and Tlie Farming-
ton Academy v. Allen, before cited."

See also supra quotation Marysville Elec. Lt, &
Power Co, v, Johnson^ 93 Cal. 546.

Now many cases have held that where a number of

persons have subscribed to stock of a corporation,

any one or more of them is free to withdraw his sub-

scription prior to the corporation's acceptance of it.

It is immaterial whether the corporation was in ex-

istence at the time the subscription was made or was

yet to be formed. The courts in these cases have held

that no contract existed between the corporation and

the subscribers and that there was no contract between

the subscribers which would prevent the subscriber

from withdrawing his subscription prior to its ac-

ceptance by the corporation. The citation of these

cases without a thorough examination of the facts in

each instance and a comparison of those facts with

the facts in the case at bar means little or nothing.

The ruling in each case cited may have been correct.

A number of unrelated individuals making subscrip-

tions may be merely a number of offers all of which

may be withdrawn prior to acceptance by the corpo-

ration. Thus, to illustrate by perhaps an extreme

example, if A in San Francisco, B in Oakland and C
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offer to the Pacific Gas and Electric Company to pur-

chase some of its preferred stock at par, there would

be a number of subscriptions. Yet, obviously on the

facts stated, no contract was ever entered into be-

tween the subscribers whereby they bound themselves

to hold out offers to the corporation, and any one

of them is free to withdraw his offer at any time

prior to acceptance.

Even if A, B, C and D have signed the same sub-

scription paper, it is possible that no contract between

the subscribers has been entered into. Thus, if the

Standard Oil Company should announce to its em-

ployees that it would receive offers from them for its

stock now selling around $58 per share, for the sum
of $20 per share, the subscribers who signed the sub-

scription book or subscription agreement would have

done so actuated solely by the attractiveness of the

opportunity and not actuated by the promise or

promises of any of the other subscribers to take the

stock. They might have signed a document reading

^'We, the undersigned, agree to take and pay for the

number of shares of the Standard Oil Company set

opposite our respective names''; yet, in the light of

all of the facts, it would be clearly apparent that it

was not the intent of the subscribers to enter into an
agreement with each other or to form a contract based

upon their mutual promises to take stock in the

Standard Oil Company, but that the document was
nothing more than the recordation of a number of
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unrelated offers tendered to the corporation. Each

subscriber was actuated by the attractiveness of the

offer solely and not in any degree by the promises

of the others. When such is the case, nothing but a

series of offers has been made which, under familiar

principles, may be revoked before acceptance by the

corporation.

Citing a line of cases, therefore, means little or

nothing. It merely means that in those cases the

courts have found that the subscriber withdrew his

offer before the corporation had accepted it and that

the subscription was not actuated or made on consid-

eration of the promise or promises of the other sub-

scribers so to do and was not made and held out pur-

suant to a contract among the subscribers to do so;

that in fact in that particular case the subscriber had

not subscribed because of and pursuant to a valid

agreement for a consideration with another subscriber

but had been merely one of a number who had held

out offers to the corporation, not being bound how-

ever to continue to hold out such offers.

We venture to say that all courts will agree that

the offerer can withdraw his offer before acceptance

where he has not promised for a consideration to main-

tain the offer for a period of time ; that also no offerer

can withdraw his offer where he has promised to hold

it open for acceptance for a period of time and has

received a consideration for such promise. In each

stock subscription case the question really is, what

was the nature of the agreement among the sui-
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scribersf The courts do not differ on these funda-

mental principles of law, but merely determine in each

instance what was the nature of the agreement among

the subscribers. If the subscriber, whether acting

individually without knowledge of another subscriber's

action or signing an agreement with another sub-

scriber, was subscribing solely because of the advan-

tage he perceived to be obtained by membership in the

corporation when organized and not in any degree

pursuant to an agreement among the signatories that

he would subscribe in consideration of their promises,

he has made nothing but an offer which he is free to

withdraw before acceptance. If, on the other hand,

for some consideration, whether in the form of money
or in the form of the promise of another subscriber

and actuated to some extent because of such promise^

subscribers agree to take stock in a corporation when

and if formed, then none is free to withdraw his offer

without the consent of the other subscriber.

In this case we respectfully urge that the agree-

ment entered into between Collins, Wills, Sibley, An-

derson and Morgan was of such a nature as to pro-

hibit anyone of them from withdrawing from the joint

venture and repudiating his subscription without the

consent of the others. Collins was engaged in Oregon

and the Pacific Northwest in the business of buying

and selling grain, chiefly wheat. Morgan was also

engaged in California in the business of buying and

selling grain, chiefly barley. Wills, a British corpo-

ration, was engaged in importing barley and wheat
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into England and the European Continent. Morgan

conceived the idea of forming a corporation to be

known as the Morgan Grain Company which would

buy barley from him, wheat from Collins and for

which Wills would be the sales agent in Great Britain

and the Continent of Europe. (Tr. p. 42) He pro-

posed that the Morgan Grain Company should be

capitalized by Collins, Wills, Morgan, Anderson and

Sibley subscribing for stock therein. He interested

Sibley and Anderson in this scheme and Sibley went

to England and interested Wills, who sent their direc-

tor. Hale, to New York to confer further there with

the other interested parties. On his way to New York

Morgan stopped off at Portland where he met Collins

and discussed the matter (Tr. p. 43) with him. In

New York a conference was held at which Morgan,

Hale, Anderson and Sibley were present. Hale ob-

jected to forming the proposed corporation at that

time on account of 'Hhe disrupted business conditions

as an aftermath of the Avar" (Tr. p. 44). Morgan,

however, asked that they go ahead and telegraphed to

Collins. Unfortunately plaintiff in error was unable

to produce that telegram, but Collins wired and also

wrote on November 4, 1920, agreeing to take 250 shares

in the Morgan Grain Company and to pay $25,000

therefor. Then, on the receipt of Collins' wire, in the

words of the witness Anderson: ''Mr. Hale instructed

Mr. Sibley and myself that we could subscribe for the

stock of the Morgan Grain Company on behalf of

George Wills & Sons, saying that Mr. Collins had

subscribed and that Mr. Morgan had subscribed, 1
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subscribed for stock, Mr. Sibley subscribed for stock"

(Tr. p. 44).

Anderson took 10 shares, Sibley took the same, Mor-

gan took 625 shares and Wills subscribed for 1260

shares. Later on the way home Sibley and Morgan

met in Chicago. Messrs. Grant and Fahey, ''advised

them of the company to be formed, of the subscrip-

tions secured, and these gentlemen also subscribed for

the stock" (Tr. p. 46).

It appears that at the conference in New York there

was discussed Collins' desire to sell his Seattle office

(Tr. p. 45). When the first call of 20% of the sub-

scription was made Wills paid their proportion and

Collins paid $5000, ''$3500 by himself and $1500 by

Wills" (Tr. p. 49). In the words of counsel for

plaintiff in error (Opening Br. p. 8) "Collins paid

$5000, $3500 of which was paid direct by Collins and

$1500 was paid through George Wills & Sons, who

had in the meantime purchased the office furniture of

Collins at Seattle for that price."

We respectfully urge that this is not a case of a

series of unrelated offers. This is not a case where

the promise and offer of Wills to subscribe w^as not

induced and predicated upon a similar promise from

Collins and Morgan, and vice versa. Here these in-

dividuals were proposing to consolidate and carry on

a portion of the business of each through the medium
of the Morgan Grain Company. It is perfectly clear

that the merit of the proposal lay in that it gave Mor-

gan and Collins an outlet for their grain and gave
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Wills a source of supply. Through stock ownership

in the corporation it also enabled these parties to

share in the profits made on the sale of the grain.

The essence of the project was that each of these

main factors, Wills, Morgan and Collins, should do

his business with and through the Morgan Grain

Company and subscribe sufficient capital for it to

carry on its business. Clearly the amount of capital

subscribed by each would be an important factor not

only in enabling the new company to carry on, but

also in insuring the active cooperation of the sub-

scriber in doing business with and through the new

corporation. Thus the three main factors were the

largest subscribers. Wills taking 1260 shares, Collins

250 and Morgan 625 shares (Tr. p. 47).

In a word, the success of the enterprise was indis-

solubly bound up in the personnel of the subscribers

and their interest in the proposed corporation. It

was the promise of Collins and Morgan to take stock

that induced Wills to subscribe. The record shows

that Wills, through Hale, objected to going on with

the plan at the time on account of the then depressed

financial situation. When, however. Hale received

(yollins' telegram of November 4, 1920, subscribing

for 250 shares and Morgan also asked that there be

no delay, he authorized a subscription to 1260 shares

on behalf of Wills, ^^ saying that Mr. Collins had

subscribed and that Mr. Morgan had subscribed''

(Tr. p. 44). Hale's promise to take 1260 shares was

given in exchange and in consideration of the promise
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of Collins and of Morgan. Wills was induced to

subscribe because of the bright prospects which the

enterprise held forth, and these prospects were predi-

cated on the cooperation of Wills, Morgan and Collins

in concentrating their business through the new com-

pany and capitalizing it by taking its stock. The new

corporation was really a personal service company;

it formed a link or medium through which these three

parties associated and carried on a sort of partner-

ship or joint venture. The promise to subscribe of

Wills to Collins and Morgan, of Collins to Morgan

and Wills, and of Morgan to Wills and Collins was

the vital factor. These mutual promises constittited

a consideration and resulted in a contract hettveen the

subscribers from which no one was free to tvithdraw

without the others' consent.

In Stewart v. Trustees of Hamilton College, 2 Denio

413 (N. Y.) it was said:

'^In other words, the mutual promises of the

several subscribers to contribute towards the fund
to be raised for the specific object in which all

feel an interest, is the real consideration of the

promise of each. For this purpose also, the var-

ious subscriptions to the same paper and for

the same object, although in fact made at dif-

ferent times, may, in legal contemplation, be con-
sidered as having been made simultaneously.
The consideration of the promise, therefore, is not
any consideration of benefit received by each sub-
scriber from the religious or literary corporation
to which the amount of his subscription is made
payable, nor is his promise founded upon any
consideration of injury which the payee has sus-
tained or is to sustain or be put to for his benefit.
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But the consideration of the promise of each sub-

scriber is the corresponding promise which is

made by the other subscribers. Mutual promises

have ahvays heen held sufficient as hettveen the

parties to sustain the promise to each. And it has

also been the settled latv from the time of the

decision in the case of Button v. Pool, Freem,
L, R. 471, in 1678, down to the present time, that

a party for whose benefit a promise is made may
sue in assumpsit upon such promise, although the

consideration therefor was a consideration be-

tween the promisor and a third person. * * *

The legal effect of the written agreement, there-

fore, is the same as if it had been stated at length

in the subscription that the consideration of the

promise of each was the promise made to him by
other subscribers to pay to the corporation the

sums by them subscribed, respectively. And if this

agreement had been set out in the declaration with
the names of other subscribers thereto, with the

sums subscribed by them respectively, I think a

sufficient consideration to support the promise to

pay to the corporation of the College would have
appeared to support the action/'

Through Morgan, Collins promised Wills and the

others to take 250 shares and pay therefor $25,000

and in consideration of and induced by that promise

Wills through Morgan promised Collins and the

others to take 1260 shares of a par value of $126,000.

Wills has taken their full amount of stock. Collins

has paid for 50 shares and received the benefit of the

subscription of Wills and the other subscribers by

having the Morgan Grain (Company in which Collins

is a sharelioldei* financed by such subscriptions. Having
promised Wills and Morgan and the other sharehold-
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ers to take 250 shares and pay $25,000 therefor and in

return receiving not only the promises of the other

subscribers to take stock but also reaping the benefit

of their performance of their promises^ can Collins

now say he received no consideration for his promise ?

And if he received consideration for his promise to

accept and pay for stock in the corporation when

formed, how can he be permitted thereafter to with-

draw his offer without the consent of the parties to his

agreement who were led to change their position by

virtue of his promise, and also retain the considera-

tion given for his repudiated promise?

While the record on the subject is not as full as it

might be it appears that at the conference in New
York on November 4, 1920, there was discussed the

desire of Collins to have Wills take over the Seattle

office of Collins (Tr. p. 45) ; it also appears that

Wills paid $1500 on account of the first installment

due on Collins' subscription. ^^ Collins paid $5000,

$3500 of which was paid direct by Collins and $1500

was paid through George Wills & Sons, who had in

the meantime purchased the office furniture of Collins

at Seattle for that price" (Plaintiff in Error's Open-

ing Brief, p. 8). It would therefore appear that in

this deal in addition to the promise of Wills to sub-

scribe and the performance of that promise, Collins

also received the benefit of the sale of his Seattle

office to Wills.

Speaking of the cases which have refused to permit

a subscriber to withdraw his offer without the con-
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sent of his cosubscribers^ it is said in the decision

in this case that ''there is usually found in such cases

some element of estoppel". But will it not be agreed

that some element of estoppel is to be found in the

fact that Hale was unwilling to subscribe and was

only induced to do so by the submission to him of

Collins' telegram of November 4, 1920? Collins had

been informed by Morgan of the proposed scheme

in Portland on this trip east. He wired and wrote to

Morgan in New York care of Geo. Wills & Sons.

There can be no reasonable doubt that he knew that

Wills was considering going into the joint venture

with him and Morgan. It was Collins' wire that per-

suaded Wills to consent to join the proposed com-

pany. In the words of the court in Furman Univer-

sity V. Waller, 117 S. E. 356:

''Where it is within the contemplation of a sub-

scriber that his contribution will be used as an

inducement to contributions by others, and addi-

tional subscriptions are made by reason of such

inducement, even in part, the consideration
^

to

support the contract, while i^erhaps not amounting

to a technical estoppel, contains the substantial

elements of an estoppel in pais, since to permit

one who by his promise has induced another to

change his situation to his injury, to repudiate

such promise, would enable him to perpetrate a

fraud. 13 C. J. 318."

We submit that the evidence in this case estab-

lished that the promises of Collins, Morgan, Wills,

Sibley and Anderson to take stock in the proposed

corporation were induced and given relying upon and

in consideration of the promises of each of the others,



19

and that in addition Collins received the valuable

pecuniary consideration above mentioned. This valid

agreement, in ivriting as far as Collins' obligation

was concerned^ was not, as we pointed out in our

Eeply Brief, subject to modification by oral testimony

under the provisions of California Civil Code, Section

1698. Further, Collins had not the right (any more

than the other subscribers) to withdraw his subscrip-

tion prior to its acceptance by the Morgan Grain

Company, for that is the very right that he gave up

in consideration of similar promises from his co-

subscribers

We respectfully urge that stock subscription agree-

ments are merely forms of contracts subject to the

same laws that govern the formation and enforcement

of all contracts. It is clear that no contract can exist

between the subscriber and the corporation until the

latter is formed and accepts the subscriber's promise

or offer, and hence that prior to such creation and

acceptance the offer can be withdrawn. But it is

equally clear that the subscribers may make promises

to each other to take stock and that where a sub-

scriber's promise is secured and predicated on an-

other's that a contract has been created among the

subscribers which cannot be ignored. We believe

the evidence shows this to be such a case.

We are not clear whether the court in this case

intended to lay it down as the law that any sub-

scriber may withdraw and repudiate his subscription

prior to the formation of the corporation, irrespective



20

of any binding and valid agreement he may have en-

tered into with other subscribers previously to take

the stock, or whether the court has merely held as a

fact that, on the evidence in this case^ no contract

for a consideration was ever entered into between

Collins and the other subscribers to take when formed

certain shares of the corporation's stock. Thus in

the third paragraph of the opinion it is said:

^^ Again, such an agreement may assume
a double aspect, as where a number of

persons agree to form a corporation and to

subscribe to its capital stock. Such an agree-

ment constitutes a contract as between the sub-

scribers themselves, operative at once, and it like-

wise constitutes a continuing offer to the proposed
corporation which, UDon acceptance, becomes as

to each subscriber, a contract between him and the
corporation. Some of the authorities hold that
contracts of the latter class are irrevocable with-
out the consent of all the parties thereto, but
there is usually found in such cases some element
of estoppel, which does not exist in the case at

bar. But, without attempting to distinguish the
present case from the cases so holding, we deem
it sufficient to say that the cases relied on are not
supported bv the weight of authority."

Then in the latter part of the opinion it is said:

^^ There is no attempt here to change or modify
the terms of a written contract by parol testimony,
because there was no contract, oral or written.''

In the event of a new trial and the presentation of

evidence establishing that Collins received a valuable

consideration from the other subscribers for his

promise to subscribe and that an agreement for a con-
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sideration among the subscribers to take stock was

entered into, the trial court might exclude such evi-

dence on the theory that under the decision of this

court any subscriber could withdraw in spite of such

an agreement.

For the foregoing reasons we pray that a rehearing

may be granted.

Respectfully submitted,

William S. Andrews^

Harry L. Raffety,

Merwin Rankin,

David C. Pickett,

Attorneys for Defendant in Error

and Petitioner,

Dated, San Francisco,

December 13, 1926.

Certificate of Counsel.

I hereby certify that I am one of the counsel for

petitioner herein, the defendant in error in the above

entitled cause, and that in my judgment the fore-

going petition is well founded in point of law as well

as in fact and that it is not interposed for delay.

Dated, San Francisco,

December 13, 1926.

William S. Andrews,

Attorney for Defendant in Error

and Petitioner,
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In the Circuit Court of Appeals of the United States

for the Ninth Circuit.

In the Matter of GILLETTE REALTY COM-
PANY, Alleged Bankrupt.

PETITION FOR REVIEW.

To the Honorable Judges of the United States Cir-

cuit Court of Appeals for the Ninth Circuit:

Your petitioner, Arthur W. Connable, appearing

by Lucien Gray, his attorney, respectfully repre-

sents that:

1. Your petitioner on review is a citizen of the

United States, and resides at 1445 North La Brea

Avenue, Los Angeles, California.

2. That prior to April 25, 1925, one Thompson

Buchanan and wife executed to petitioner herein

their note in the sum of $80,000.00 as part purchase

price of certain real estate, and thereupon executed

to petitioner herein their mortgage on said real

estate to secure payment thereof.

3. That thereafter, and on October 21, 1925, peti-

tioner filed his action to foreclose said mortgage in

the Superior Court of said County of Los Angeles.

4. That thereafter, on April 7, 1926, an involun-

tary petition in bankruptcy was filed against said

alleged bankrupt in the District Court of the United

States, Southern District of California, Southern

Division, and thereupon, one Edward H. Marxen

was appointed and qualified as Receiver of the

estate of said alleged bankrupt.

5. That on July 16, 1926, Edward H. Marxen,
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receiver as aforesaid, filed his petition in the said

District Court, praying for an order restraining

petitioner herein from prosecuting his said fore-

closure action.

6. That thereupon, on July 16, 1926, said District

Court made its order restraining and enjoining

petitioner herein from prosecuting said foreclosure

action, and ordering petitioner herein to show cause

on July 26, 1926, why an injunction should not be

ordered as prayed in said petition.

7. That on July 22, 1926, petitioner herein ap-

peared and filed his verified answer to said order

to show cause, and to said petition of said Receiver.

8. That thereupon on July 26, 1926, said District

Court, after arguments of counsel, continued said

matter, with said restraining order in full force and

effect to July 29, 1926, and then to July 31, 1926,

and then to October 4, 1926.

9. That said District Court should have dissolved

said restraining order and denied the injunction

prayed for, and dismissed said petition of said Re-

ceiver, for that:

(a) Said District Court had no power or

jurisdiction to restrain or enjoin petitioner

herein on review from prosecuting in the Su-

perior Court of said County of Los Angeles

his said foreclosure action.

(b) Said petition of said Receiver does not

state facts sufficient to warrant or authorize

said District Court to issue a restraining order

or injunction as prayed therein.

(c) The admitted facts do not justify or
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authorize the said District Court in issuing an
order restraining petitioner herein from prose-

cuting in the Superior Court of the County of

Los Angeles his said foreclosure action.

WHEREFORE, petitioner prays that said order

of said District Court restraining and enjoining

petitioner herein from prosecuting his said fore-

closure action be reviewed, revised and reversed, and

that he be restored to all things that he may have

lost thereby, and that the said petition of said Re-

ceiver be dismissed.

Dated at Los Angeles, California, August 11, 1926.

ARTHUR W. CONNABLE,
ARTHUR W. CONNABLE,

Petitioner on Review.

LUCIEN GRAY,
Attorney for Petitioner.

State of California,

County of Los Angeles,—ss.

Arthur W. Connable, being duly sworn, says:

That he is the petitioner in the foregoing petition

and has read said petition and knows the contents

thereof and that the same is true.

ARTHUR W. CONNABLE.

Subscribed and sworn to before me this 11th day

of August, 1926.

[Seal] LILLIAN BISCHOFF,
Notary Public in and for said. County of Los

Angeles, State of California.
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Received copy of tlie within petition this 11th day

of August, 1926.

PRANK P. DOHERTY,
GEO. W. ROCHESTER,

Attorneys for Receiver.

[Title of Court and Cause.]

PETITION TO DISTRICT COURT FOR RE-
STRAINING ORDER.

To the Honorable PAUL J. McCORMICK, District

Judge

:

The petition of Edward H. Marxen respectfully

shows

:

That your petitioner is the duly appointed, quali-

fied and acting Receiver of the estate and effects

of the above-named alleged bankrupt.

That heretofore on the 7th day of April, 1926, an

involuntary bankruptcy petition was filed herein,

upon which thereafter said Gillette Realty Com-

pany, through its respective attorneys, filed an an-

swer on the 26th day of April, 1926, requesting a

jury trial to contest the issue of whether or not the

alleged bankrupt should be adjudicated a bankrupt.

Whereupon, the further proceedings herein are to

be set for hearing before this Honorable Court.

That your petitioner was duly appointed Receiver

of said bankrupt's estate and effects, and your peti-

tioner thereupon qualified as such Receiver, to wit,

on the 14th day of April, 1926, and ever since, and

now is, acting as such.
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That your petitioner has by due and diligent

search traced divers assets, both legal and equitable,

that should be held in custody by your petitioner

for the benefit of the general creditors of the al-

leged bankrupt; that among said assets is alleged

bankrupt's interest in and to that certain real prop-

erty located at the Southwest corner of Sunset

Boulevard and La Brea Avenue, in the City and

County of Los Angeles, State of California, more

particularly described as

:

Lots 1 and 2 of Tract 3238, as per Map re-

corded in Book 37 at Page 20 of Maps in the

Office of the County Recorder, Los Angeles

County

;

that said petitioner has traced an interest of the

alleged bankrupt's in and to said real property as

follows, to wit:

That prior to alleged bankrupt's interest in and

to said real property one Thompson Buchanan and

wife purchased said above-described real property

from one Arthur W. Connable. As part purchase

price, said Thompson Buchanan and wife executed

a first mortgage in favor of Arthur W. Connable in

the sum of Eighty Thousand ($80,000.00) Dollars.

That under date of April 25th, 1925, said Thomp-
son Buchanan and wife sold said above-described

real property to the Gillette Realty Company for

and in consideration of Two Hundred Forty-five

Thousand (|245,000.00) Dollars; that said Gillette

Realty Company conveyed certain lots owned by the

Gillette Realty Company at a trading value of One
Hundred Sixty-five Thousand ($165,000.00) Dollars,
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and assumed said mortgage of Thompson Buchanan

and wife in favor of Arthur W. Connable in the sum
of Eighty Thousand (|80,000.00) Dollars.

That an action to foreclose said mortgage was

filed October 21st, 1925, in the Superior Court in

and for the County of Los Angeles, State of Cali-

fornia, being numbered 181488. Said foreclosure

was declared by virtue of the default in payment of

quarterly interest for July 10th, 1925, and October

10, 1925, as provided in said mortgage; that said

action is set for trial, July 19th, 1926, in Depart-

ment 4 of said Superior Court.

That your petitioner is informed and believes,

and upon such information and belief alleges that

the said property is reasonably worth the market-

able value of Two Hundred Forty-two Thousand

Two Hundred Thirty-four (|242,234.00) Dollars,

by virtue of the fact that your petitioner has had

said property and apartment house thereon ap-

praised by two competent and expert property ap-

praisers, learned in the market value of realties

within the County of Los Angeles.

That by virtue of the alleged bankrupt's right,

title and interest in and to said real property, your

petitioner, in order to preserve an asset for the gen-

eral creditors herein, petitions this Honorable Court

to restrain said mortgage foreclosure suit.

That your petitioner is informed and believes,

and upon such information and belief alleges, that

the value of said real property over and above divers

and various encumbrances placed upon said prop-

erty by Waldo A. Gillette and Gillette Realty Com-
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pany, or either of them, or both of them, is Fifty

Thousand (|50,000.00) Dollars, or thereabouts, and

unless this mortgage foreclosure suit is restrained

a substantial equity moving to the benefit of the

general creditors will be denied them.

WHEREFORE, your petitioner prays for a re-

straining order to issue upon the said Arthur W.
Connable, restraining him from prosecuting by him-

self, or by any agent or attorney said mortgage fore-

closure suit upon said real property, until the rights

of the alleged bankrupt and its creditors are adju-

dicated by this Court.

Dated: July 16. 1926.
s

EDWARD H. MARXEN,
Petitioner.

FRANK P. DOHERTY,
GEO. W. ROCHESTER,

Attorneys for Receiver.

State of California,

County of Los Angeles,—ss.

Edward H. Marxen, being by me first duly sworn,

deposes and says : That he is the petitioner and Re-

ceiver in the above-entitled action ; that he has heard

read the foregoing petition to District Court for

restraining order and knows the contents thereof;

and that the same is true of his own knowledge,

except as to the matters which are therein stated

upon his information or belief, and as to those mat-

ters that he believes it to be true.

EDWARD H. MARXEN,
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Subscribed and sworn to before me this 16 day of

July, 1926.

[Seal] MARY B. OLIVER,
Notary Public in and for the County of Los Angeles,

State of California.

[Endorsed]: Piled Jul. 16, 1926, 5 o'clock P. M.

[Title of Court and Cause.]

ORDER OP DISTRICT JUDGE.

Upon the annexed petition of Edward H. Marxen,

Receiver for the estate of the Gillette Realty Com-

pany, alleged bankrupt, duly verified the 16 day of

July, 1926; upon all the papers filed and the pro-

ceedings had herein, and upon motion of Geo. W.
Rochester, Esq., one of the attorneys of said Re-

ceiver, at the hearing whereof no adverce interests

were represented, and it appearing from the duly

verified petition filed herein that Arthur W. Con-

nable has pending a certain suit in the Superior

Court of the County of Los Angeles, State of Cali-

fornia, No. 181488, wherein said alleged bankrupt

is a defendant, and wherein said Arthur W. Con-

nable is asking that a mortgage upon hereinafter

specifically described real property be foreclosed,

and by said foreclosure suit, said Arthur W. Con-

nable is threatening to remove said certain real

property belonging to the estate of the alleged bank-

rupt, and that thereby the general creditors of the

alleged bankrupt herein will be preferred against

and denied the substantial benefit of the alleged
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bankrupt's right, title and interest in and to said

real property, by removing from the custody and

control of the Receiver herein, unless restrained by

order of the Court.

IT IS ORDERED THAT THE SAID AR-
THUR W. CONNABLE be, and he is hereby re-

strained and enjoined, himself in person, and

through any agent or attorney, and all his agents

and attorneys likewise are hereby restrained and

enjoined from prosecuting said mortgage foreclo-

sure suit. No. 181488, which is duly filed and is now
pending to be heard in the Superior Court of the

County of Los Angeles, State of California on July

19th, 1926, in Department 4 of said Superior Court,

in any form or manner which involves or includes

in any way property located at the Southwest cor-

ner of Sunset Boulevard and La Brea Avenue,

legally described as:

Lots 1 and 2 of Tract 3238, as per Map re-

corded in Book 37, at Page 20 of Maps in the

Office of the County Recorder, Los Angeles

County,

until July 26th, 1926, at 10 A. M., or as soon there-

after as counsel can be heard.

IT IS FURTHER ORDERED that the said Ar-

thus W. Connable, himself in person, and his agent

and attorney, Lucien Gray, are hereby required to

appear before the undersigned District Judge at the

courtroom of the United States District Court,

Room 400 of the Federal Building in the City of

and County of Los Angeles, State of California,

upon the 26th day of July, 1926, at 10 o'clock in
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the forenoon to show cause if any they have why

an injunction should not be ordered; and

IT IS FURTHER ORDERED that service of a

copy of the order upon Arthur W. Connable and

said Lucien Gray, and upon the Judge presiding

in Department 4 in the Superior Court in and for

the County of Los Angeles, State of California, on

or before the 17th day of July, 1926, at 12 M. of said

day, shall be sufficient service.

Dated: July 16th, 1926.

PAUL J. Mccormick,
District Judge.

[Endorsed] : Filed Jul. 16, 1926, 5 o'clock P. M.

[Title of Court and Cause.]

ANSWER OF ARTHUR W. CONNABLE AND
LUCIEN GRAY TO PETITION OF RE-
CEIVER, AND TO ORDER TO SHOW
CAUSE.

Arthur W. Connable and Lucien Gray, for answer

to the petition of the receiver for an injunction and

for answer to the order to show cause issued on said

petition, respectively show

:

I.

That under date of January 10, 1924, said Thomp-

son Buchanan and wife executed their note to said

Arthur W. Connable in the principal sum of

$80,000.00 and on the same date, executed their

mortgage on the said real estate to secure the pay-

ment of said note ; that said mortgage was duly re-
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corded March 6, 1924, in Book 3291, page 78, Of-

ficial Records of Los Angeles County ; that action to

foreclose said mortgage was filed October 21, 1925,

in the Superior Court of the State of California,

in and for the County of Los Angeles, being Number
181,488 and that said action is still pending and the

debt secured by said mortgage is unpaid ; that among
other defendants in said action is the Gillette Realty

Company, a corporation, and the Gillette Hotel

Company, a corporation; that the default of said

defendants, Gillette Realty Company and said de-

fendant Gillette Hotel Company was duly entered

in said Superior Court on December 16, 1925.

II.

DENY that said Gillette Realty Company as-

sumed said mortgage of $80,000.00 in favor of said

Connable, but on the contrary allege: That said

Thompson Buchanan and wife under date of April

25, 1925, conveyed said property by Deed to one

Waldo A. Gillette, subject to said mortgage of $80,-

000.00 and also subject to taxes for the years 1924

and 1925 and conditions of record ; that said convey-

ance was made subject to a Trust Deed securing the

sum of $85,000.00, which latter Trust Deed grantee

assumed and agreed to pay; that under date of

May 2, 1925, said Waldo A. Gillette conveyed said

property to said Gillette Hotel Company, subject

to all encumbrances of record; that neither of said

conveyances to said Waldo A. Gillette or to said

Gillette Hotel Company did the grantee assume or

agree to pay the said $80,000.00 note or mortgage to

said Arthur W. Connable; that said property is
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further encumbered by said Trust Deed dated April

24, 1925, executed by said Gillette Hotel Company

to Title Guarantee & Trust Company of Los Angeles

to secure payment of a note in the sum of $100,000.00,

due one year after date with interest at eight per

cent to order of P. B. Eoy and Amelia Roy, re-

corded May 22, 1925, in Book 5026, page 273, OfBcial

Records, in the office of the County Recorder of

said County of Los Angeles.

III.

DENY that said property is worth the market-

able value of 1242,234.00, but, on the contrary, al-

lege that the fair, reasonable market value of said

property is not in excess of the sum of $130,000.00.

IV.

DENY that said alleged bankrupt has any right,

title or interest in or to said real property.

V.

DENY that the value of said real property over

and above the encumbrances thereon is the sum

of $50,000.00, and deny that the value of said prop-

erty over and above the encumbrances thereon ex-

ceeds or is equal to the amount of the encumbrances

thereon.

VI.

DENY that unless the mortgage foreclosure suit

of said Connable is restrained, that any equity

whatever will be denied the general creditors of said

alleged bankrupt.

VII.

ALLEGES that said mortgage with accrued in-
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terest thereon from April 10, 1925, is due, owing

and unpaid and that no part thereof has been paid.

VIII.

Respondents further allege that said petition does

not state facts sufficient to state cause of action

against these respondents or either of them, or suffi-

cient to warrant the issuance of a restraining order,

or a temporary injunction, as prayed therein.

WHEREFORE, the said Arthur W. Connable

demands judgment that the said petition of said

Receiver be dismissed; that the restraining order

issued thereon be dissolved, and that an injunction

be denied, and that respondents recover costs.

LUCIEN GRAY,
Attorney for Respondents.

Room 634, 607 South Hill Street, Los Angeles, Cali-

fornia. Tucker 9151.

State of California.

County of Los Angeles,—ss.

Arthur W. Connable and Lucien Gray, being first

duly sworn, depose and say: That they are the re-

spondents in the above-entitled matter; that they

have each read the foregoing answer and know the

contents thereof and that the same is true of their

own knowledge.

ARTHUR W. CONNABLE,
LUCIEN GRAY.

Subscribed and sworn to before me this 21st day
of July, 1926.

[Seal] BESSIE J. HUGHES,
Notary Public in and for said County of Los

Angeles, State of California.
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[Endorsed] : Filed Jul. 22, 1926, at 30 min. past

11 o'clock A. M.

Received copy of the within answer this 22d day

of July, 1926.

GEO. W. ROCHESTER,
Attorneys for Petitioner.

[Title of Court and Cause.]

AFFIDAVIT OF J. E. BAUMBAUGH.

State of California,

County of Los Angeles,—ss.

J. E. Baumbaugh, being first duly sworn, de-

poses and says:

That he was the Engineer of Construction for the

Gillette Realty Company and their purported com-

pany, the Gillette Hotel Company, and for each and

every stockholder of the Gillette Realty Company,

particularly G. G. Gillette and Waldo A. Gillette;

that he was in the capacity of Engineer of Con-

struction from October, 1922, to May, 1925, and that

he of his own personal knowledge knows of the

financial dealings of said companies and persons.

That Waldo A. Gillette was a director and of-

ficer in the Gillette Realty Company and the pur-

ported Gillette Hotel Company; that the assets of

the Gillette Realty Company, the purported Gil-

lette Hotel Company, and Waldo A. Gillette were

intermixed and intermingled to such a degree that
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"they were considered as one by each and every

representative of each and every said company or

person within the Organization; that the assets

of each and every said company or person were

interchanged in various investments, and affiant so

alleges of his own personal knowledge; that it will

be impossible to distinguish as to the specie of assets

traceable to any or all of the said companies or per-

sons.

That the said mortgage of Eighty Thousand

($80,000.00) Dollars upon the hereinafter described

property, to wit:

Lots 1 and 2 of Tract 3238, as per Map re-

corded in Book 37 at Page 20 of Maps in the

Office of the County Recorder, Los Angeles

County,

in favor of one Arthur W. Connable, made and

executed by one Thompson Buchanan and wife, and

assumed by the said Waldo A. Gillette in the prop-

erty transaction involving various realties, plus the

Eighty Thousand ($80,000.00) Dollars to be paid for

and in consideration of the purchase of said above

specifically described realty, and apartment house

thereon, was in truth and fact general assets of the

Gillette Realty Company and Waldo A. Gillette

. interchangeable and undistinguishable, and that af-

fiant alleges of his own personal knowledge that

assets of either of the Gillette Realty Company or

Waldo A. Gillette, or either of them, are jointly

owned.

J. E. BAUMBAUGH.
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Subscribed and sworn to before me this 23d day

of July, 1926.

[Seal] GEO. ROCHESTER,
Notary Public in and for the County of Los An-

geles, State of California.

[Endorsed] : Filed July 26, 1926, at 10 min. past

10 A. M.

Receipt of a copy of the within affidavit is hereby

admitted this 23 day of July, 1926.

LUCIEN GRAY,
Attorne}^ for A. W. Connable, Consolidated Bldg.,

6th & Hill.

At a stated term, to wit, the July term, A. D.

1926, of the District Court of the United States

of America, within and for the Southern Divi-

sion of the Southern District of California,

held at the courtroom thereof, in the City of

Los Angeles, on Monday, the 26th day of July,

in the year of our Lord one thousand nine hun-

dred and twenty-six. Present: The Honorable

PAUL J. McCORMICK, District Judge.

[Title of Court and Cause.]

MINUTES OF COURT—JULY 26, 1926—OR-
DER CONTINUING RESTRAINING OR-
DER.

This matter -coming before the Court for hearing

upon order to show cause why an injimction should

not be ordered, addressed to Arthur W. Connable
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and Ms attorney Lucien Grey; Greo. W. Rochester,

Esq., appearing for receiver Edward H. Maxen and

Lucien Grey, Esq., being present in court, the affi-

davit of J. E. Baumbaugh is filed herein, and Geo.

W. Rochester, Esq., having made a statement to the

Court, Lucien Grey, Esq., replies to the order to

show cause, and Geo. W. Rochester, Esq., having

argued in furtherance of the injunction, it is b}^ the

Court ordered that the restraining order con-

tinue in force until Thursday at the hour of ten

o'clock A. M.; the petitioner to have until August

26th, 1926, to file authorities, and the respondent to

have until August 27th, 1926, to file authorities, and

that this matter thereupon stand submitted.

62/747.

At a stated term, to wit, the July term, A. D.

1926, of the District Court of the United States

of America, within and for the Southern Divi-

sion of the Southern District of California, held

at the courtroom thereof, in the City of Los

Angeles, on Thursday, the 29th day of July,

in the year of our Lord one thousand nine hun-

dred and twenty-six. Present: The Honorable

PAUL J. McCORMICK, District Judge.

[Title of Court and Cause.]

MINUTES OP COURT—JULY 29, 1926—OR-
DER CONTINUING INJUNCTION IN
PORCEi AND EFFECT.

Good cause appearing therefor, it is by the Court
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ordered that the injunction, heretofore issued

herein, continue^^ in full force and effect until Sat-

urday, at the hour of ten o'clock A. M.

At a stated term, to wit, the July term, A. D.

1926, of the District Court of the United States

of America, within and for the Southern Divi-

sion of the Southern District of California,

held at the courtroom thereof, in the City of

Los Angeles, on Saturday, the 31st day of

July, in the year of our Lord one thousand

nine hundred and twenty-six. Present: The

Honorable PAUL J. McCORMICK, District

Judge.

[Title of Court and Cause.]

MINUTES OF COURT—JULY 31, 1926—OR-
DER CONTINUING RESTRAINING OR-
DER IN EFFECT.

This matter coming before the Court for ruling

on order to show cause why restraining order should

not issue; Geo. W. Rochester, Esq., attorney for the

receiver and the receiver both being absent, and

Lucien Gray, Esq., appearing as counsel for the

respondents on the order to show cause, the Court

gives its observations on questions presented, and

Lucien Gray, Esq., having made certain observa-

tions from the respondents' view, it is by the Court

ordered that the plaintiffs be restrained from pro-

ceeding in the State Court to and including Mon-
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day, October 4th, 1926, and that the restraining

order continue in effect until that time; and it is

further ordered that the order to show cause ap-

pear on the calendar of October 4th, 1926, for fur-

ther hearing.

District Court of the United States, Southern Dis-

trict of California, Southern Division.

CERTIFICATE OF CLERK U. S. DISTRICT
COURT TO PETITION FOR REVISION.

United States of America,

Southern District of California,—ss.

I, Chas. N. Williams, Clerk of the United States

District Court for the Southern District of Califor-

nia, do hereby certify that the foregoing is a full,

true, and correct copy of an original petition for

restraining order, and order of District Court filed

July 16th, 1926 ; also answer of Arthur W. Connable

and Lucien Gray to petition of receiver and order

to show cause filed July 22d, 1926 ; also affidavit of

J. E. Baumbauch filed July 26th, 1926; and also

minute order made and entered respectively on July

26, 29 and 31st, 1926; all In the Matter of Gillette

Realty Company, Bankrupt, No. 8286—M.-Bank-

ruptcy, Southern Division, as the same appears

from the original record remaining in my office.
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WITNESS my hand and the seal of said court,

this 10th day of August, A. D. 1926.

[Seal] CHAS. N. WILLIAMS,
Clerk.

By Murray E. Wire,

Deputy Clerk.

[Title of Court and Cause.]

NOTICE OP FILING PETITION POP RE-
VIEW.

PLEASE TAKE NOTICE that on August 12,

1926, I will file in the Clerk's office of the United

States Circuit Court of Appeals for the Ninth Cir-

cuit, in the City of San Prancisco, State of Califor-

nia, a petition for review in the above-entitled mat-

ter, a copy of which petition is served herewith and

made a part of this notice.

LUCIEN GRAY,
Attorney for Petitioner.

634-607 S. Hill St., Los Angeles, Cal.

To GEO W. ROCHESTER and

PRANK P. DOHERTY,
917 Title Ins. Bldg., Los Angeles, Cal.,

Attorneys for Edward H. Marxen, Receiver.

Received copy of the within notice this 11th day

of August, 1926.

PRANK P. DOHERTY,
G. W. ROCHESTER,

Attorneys for Receiver.
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[Endorsed] : No. 4935. United States Circuit

Court of Appeals for the Ninth Circuit. In the

Matter of Grillette Realty Company, Alleged Bank-

rupt. Arthur W. Connable, Petitioner, vs. Edward

H. Marxen, as Receiver of the Estate of Gillette

Realty Company, Alleged Bankrupt, Respondent.

Petition for Revision Under Section 24b of the

Bankruptcy Act of Congress, Approved July 1,

1898, to Revise, in Matter of Law, an Order of the

United States District Court for the Southern Dis-

trict of California, Southern Division.

Filed August 12, 1926.

F. D. MONCKTON,
Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.

By Paul P. O'Brien,

Deputy Clerk.
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No. 4935.

IN THE

United States

Circuit Court of Appeals,

FOR THE NINTH CIRCUIT.

In the Matter of

GILLETTE REALTY COMPANY,
Alleged Bankrupt.

Arthur W. Connable,

Petitioner,

vs,

Edward H. Marxen, as Receiver of

the Estate of Gillette Realty Com-
pany, Alleged Bankrupt,

Respondent,

BRIEF OF PETITIONER FOR REVISION.

May It Please the Court:

Petitioner brings his petition to revise, in matter of

law, an order of the District Court, enjoining petitioner's

action pending in the State Court at Los Angeles, to

foreclose a real estate mortgage.

On January 10, 1924, Thompson Buchanan and wife

executed to petitioner herein their mortgage on real

estate in Los Angeles to secure payment of an $80,000.00
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note, part of the purchase price thereof. The mortgage

was recorded March 6, 1924; action to foreclose was filed

in the State Court at Los Angeles, October 21, 1925,

and the trial was later set for July 19, 1926. [Tr. p. 6.]

On April 7, 1926, an involuntary petition in bank-

ruptcy was filed against the alleged bankrupt, Gillette

Realty Company, one of the defendants in the foreclosure

action, in the District Court of the United States, South-

ern District of California, Southern Division, and there-

upon Edward H. Marxen was appointed receiver of the

estate of said alleged bankrupt.

On July 16, 1926, the receiver filed his petition [Tr.

p. 4] in the District Court alleging that on April 25,

1925, Buchanan and wife sold the mortgaged real estate

to alleged bankrupt, and praying for an order restrain-

ing petitioner herein from prosecuting his foreclosure

action; on the same day the District Court without no-

tice made its order [Tr. p. 8] restraining and enjoining

petitioner herein from prosecuting his foreclosure action,

and ordering him and his attorney to show cause July

26, 1926, why an injunction should not be ordered as

prayed.

Petitioner and his attorney appeared and filed answer

to the petition of receiver and to the order to show cause.

The court after considering the arguments and briefs

of counsel, continued the matter from time to time with

the restraining order in force, until July 31, 1926, and

then ordered that petitioner herein be restrained from

proceeding in the State Court to and including October

4, 1926, and continued the restraining order in effect

until that time. [Tr, pp. 18-19.]
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Petitioner herein contends

:

(a) The District Court had no power to restrain pe-

titioner from prosecuting his foreclosure action in the

State Court.

(b) The petition of receiver does not state facts suf-

ficient to authorize the District Court to make the orders

complained of.

(c) The admitted facts are not sufficient to authorize

the orders complained of.

The mortgage foreclosure was properly brought in the

State Court. The real estate is in Los Angeles county,

California. No federal question was involved.

The petition of the receiver alleges that the mortgage

in question was made prior to alleged bankrupt's interest

in the property, as a part of the purchase price for the

land mortgaged [Tr. p. 5], and that the action to fore-

close the mortgage was filed more than four months prior

to the commencement of the bankruptcy proceedings.

[Tr. pp. 5-6.] Neither the validity of, or amount due

under, the mortgage, nor the adequacy of the considera-

tion, is questioned.

The bankruptcy proceedings will not destroy or affect

the lien. (Sec. 67(d), Bankruptcy Act.)

Section 67(d), Bankruptcy Act, is as follows:

'Tiens given or accepted in good faith and not in

contemplation of or in fraud upon this act, and for

a present consideration, which have been recorded

according to law, if record thereof was necessary in

order to impart notice, shall to the extent of such
present consideration only, not be affected by this

act."
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The Hen of the mortgage is not created by the fore-

closure proceedings but was created by the giving of the

mortgage. Section 67(f) of the Bankruptcy Act does

not apply. (Metcalf v. Barker, 187 U. S. 165, 47 L. Ed.

122, 23 Sup. Ct. Rep. 67, 9 A. B. R. 36.)

"The judgment is merely a decree by a court hav-

ing competent jurisdiction directing the enforcement

of a lien which cannot be affected or vacated by

bankruptcy proceedings.'' {In re Kane, 18 A. B. R.,

152 Fed. 733.)

A discharge in bankruptcy would not be a release of

the claim against the real estate mortgaged. {In re Wag-

ner's Estate, 206 Fed. 364.)

Section 11(a), Bankruptcy Act, does not authorize the

federal court to stay proceedings pending in a state court

to foreclose a mortgage given more than four months

before the commencement of the bankruptcy proceedings,

{In re Royer, 177 Fed. 381, 100 C. C. A. 613, 24 A. B.

R. 52.)

In the Royer case, the Circuit Court of Appeals for the

Sixth Circuit, on petition to review, reversed an order

of the District Court staying a sale under a decree in a

foreclosure action, and in the opinion the court said:

"The mortgage lien of Hofer was obtained long

prior to the period of four months next preceding

the date of the filing of the petition in bankruptcy

against Rohrer; and while suit was commenced and

the decree of foreclosure rendered within that pe-

riod, neither the mortgage lien nor the judgment lien

is denounced by any provision of the bankruptcy

statute. Metcalf v. Barker, 187 U. S. 165, 174, 23

Sup. Ct. 67, 47 L. Ed. 122; Hiscock v. Varick Bank
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of New York, 206 U. S. 28, 41, 27 Sup. Ct. 681, 51

L. Ed. 945. The State Court acquired complete

jurisdiction and control over the defendant and the

property prior to the commencement of the bank-

ruptcy proceeding against Rohrer, and that jurisdic-

tion was not divested by anything done in that pro-

ceeding, 'the rule being applicable that the court

which obtains rightful jurisdiction over the subject

matter should not be interfered with'. Pickens v.

Roy, 187 U. S. 177, 180, 23 Sup. Ct. 78, 47 L. Ed.

128; Farmers Loan Co. v. Lake St Rd. Co., 177

U. S. 51, 20 Sup. Ct. 564, 44 L. Ed. 667; Leidigh

Carriage Co. v. Stengel, 95 Fed. 637, 645, Z7

C. C. A. 210. The trustees of the bankrupt must

therefore seek relief in the Burleigh District Court.

In re Gerdes, 102 Fed. 318, 320; Sample v. Beasley,

158 Fed. 607, 85 C. C. A. 429; In re McKane, 152

Fed. yZZ\ s. c. 158 Fed. 647. Power vested by sec-

tion 11(a) of the Bankruptcy Act (Act July 1, 1898,

c. 541, 30 Stat. 549 (U. S. Comp. St. 1901, p. 3426).)

to stay a suit 'founded upon a claim from which a

discharge would be a release' is not applicable to the

proceedings in rem involved in an action to fore-

close. Tennessee Marble v. Grant, 135 Fed. 322, 67

C. C. A. 676."

In re Iroquois Utilities, 297 Fed. 397 (C. C. A., 2nd

Cir.), the court held that the District Court had no

power to restrain the prosecution of a foreclosure action

in the State Court on a mortgage lien created more than

four months prior to the filing of the bankruptcy petition.

The court in its opinion said:

"The first question argued at bar was whether

the bankruptcy court had power to enjoin the further

prosecution of the foreclosure action which had been
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be^n in the New York Supreme Court prior to the

filing of the petition in involuntary bankruptcy."

'The dates are important. The date of the exe-

cution and delivery of the mortgage was July 1,

1918. The date when the foreclosure suit was duly

commenced in the New York Supreme Court was

December 18, 1922, and the date when the petition

in bankruptcy was filed in the District Court was

January 15, 1923."

*lt thus appears that the mortgage lien was cre-

ated some four and one-half years prior to the filing

of the bankruptcy petition, or, in other words, more
than four months prior to such filing. The mort-

gage lien, therefore, was not subject to the provi-

sions of section 67(f) of the Bankruptcy Act.

(Comp. St. Sec. 9551.)"

"As said in Metcalf v. Barker, 187 U. S. 165, 174,

23 Sup. Ct. 67, 71 (47 L. Ed. 122)

:

" 'A judgment or decree in enforcement of an

otherwise valid pre-existing lien is not the judgment

denounced by the statute, which is plainly confined to

judgments creating liens.* (Italics ours,)"

''While there is some difference of opinion among
District Courts upon varying states of facts, we
have been unable to find any case decided by the

Supreme Court or any Circuit Court of Appeals

which holds, upon facts similar to those in the case

at bar, that the bankruptcy court has the power to

restrain further prosecution of a foreclosure suit

begun prior to the filing of the petition in bank-

ruptcy in respect of a mortgage lien created more

than four months prior to the filing of the petition."
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"On the other hand, In re Royer, 177 Fed. 381,

100 C. C. A. 613, decided by a distinguished court, is

precisely in point with the case at bar.'*

In Duncan v. Girand, 276 Fed. 554 (C. C. A., 5th

Cir.), the trustee in bankruptcy brought an action in the

District Court to enjoin the prosecution of a foreclosure

suit in the State Court. The District Court granted

the injunction, which was reversed, and the court said

:

'The bankrupts, presumably prior to their bank-

ruptcy, acquired the legal title, subject to the mort-

gage lien of appellants; and May 21, 1920, appel-

lants filed suit to foreclose the mortgage against the

original mortgagors. The trustee in bankruptcy, ap-

pellant here, was also made a party defendant; at

his instance the foreclosure suit was coninued at the

October, 1920, term of court. Upon being informed

that appellants desired to proceed with the fore-

closure suit at the January, 1921, term, the trustee

in bankruptcy brought this suit."

*The mortgage created a valid lien which was not

affected by the proceedings in bankruptcy. Metcalf

V. Barker, 187 U. S. 165, 23 Sup. Ct. 67, 47 L. Ed.

122. The right to enforce this lien by suit existed

in favor of appellants only in the state court. No
relief was sought against the trustee in bankruptcy.

The trustee's title to mortgaged property is subject

to the lien of the mortgage and he is not obliged

to take the title if the lien is a burdensome one.

First National Bank v. Lasater, 196 U. S. 115, 25

Sup. Ct. 206, 49 L. Ed. 408. But if the trustee de-

sires to take the title, he can only do so by discharg-

ing the lien of the mortgage."

''It was error to grant the injunction unless it was
authorized by some law relating to proceedings in
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bankruptcy. R. S. Sec. 720 (Comp. St. Sec. 1242)."

''Section 23 of the Bankruptcy Act (Comp. St.

Sec. 9607) makes it clear that suits at law and in

equity as distinguished from proceedings in bank-

ruptcy between trustees in bankruptcy and

adverse claimants, were not withdrawn from

the general jurisdiction of either state or fed-

eral courts. The general provisions of section 2

(7, 15) of the Act (Comp. St. Sec. 9586), empower-

ing courts of bankruptcy to determine controversies

in relation to the estates of bankrupts, and to issue

all necessary orders, are relied upon by appellee to

sustain the decree of the court below. It is not

doubted that bankruptcy courts have power to pro-

tect their jurisdiction by writs of injunction. That

power exists in all federal courts, notwithstanding

section 720 of the Revised Statutes."

"Section 11(a) of the Act (Comp. St. Sec. 9595)

provides that a suit which is founded upon a claim

from which a discharge would be a release may be

stayed. Unless a suit is so founded, it was not in-

tended that it should be stayed or enjoined. Met-

calf V. Barker, supra/'

"No claim is made against the bankrupts in the

foreclosure suits, and their discharge would not be

a release from the lien of the mortgage. The claim

which appellants are seeking to establish is against

the original mortgagors, and cannot be affected in

the slightest degree by the proceedings in bank-

ruptcy."

"It is apparent that the purpose of this suit is to

prevent the collection of an attorney's fee if possible,

and, if not, to prevent the collection of an amount

as large as that contracted for. The right to an at-

torney's fee had accrued under the terms of the
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mortgage, by reason of the failure to pay taxes,

insurance premiums, and interest. The bill does not

offer to do equity, but insists upon being relieved of

an obligation which any court would be bound to

recognize and enforce. We are of the opinion that

appellee should submit his rights to the State Court.*'

"The decree is reversed, and the cause remanded,

with directions to dismiss the bill of complaint.'*

The court first acquiring jurisdiction in actions in rem

has the right to proceed without interference.

In Kline v. Burke Construction Co., 260 U. S. 226,

229, the court said:

"It is settled that where a federal court has first

acquired jurisdiction of the subject matter of a

cause, it may enjoin the parties from proceeding in

a state court of concurrent jurisdiction where the

effect of the action would be to defeat or impair the

jurisdiction of the federal court. Where the action

is in rem the effect is to draw to the federal court

the possession or control, actual or potential, of the

res, and the exercise by the state court of jurisdic-

tion over the same res necessarily impairs, and may
defeat, the jurisdiction of the federal court already

attached. The converse of the rule is equally true,

that where the jurisdiction of the state court has

first attached, the federal court is precluded from

exercising its jurisdiction over the same res to de-

feat or impair the state court's jurisdiction.*' * * *

"Only the jurisdiction of the Supreme Court is de-

rived directly from the Constitution. Every other

court created by the general government derives its

jurisdiction wholly from authority of Congress."
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"The rule, therefore, that the court first acquiring

jurisdiction shall proceed without interference from

a court of the other jurisdiction is a rule of right

and of law based upon necessity, and where the

necessity, actual or potential, does not exist the rule

does not apply. Since that necessity does exist in

actions in rem and does not exist in actions in per-

sonam, involving a question of personal liability

only, the rule applies in the former but does not

apply in the latter."

Actual physical possession is not essential to give the

court jurisdiction of the real estate. The constructive

possession acquired by filing the action is sufficient to

exclude any other court. (Farmers Loan & T. Co. v.

Lake Street Elevated R. Co., 177 U. S. 51.)

There is nothing in the Bankruptcy Act or in any

other federal law which authorizes the District Court

to enjoin further prosecution of a mortgage foreclosure

which had been pending more than four months prior to

the filing of the petition in involuntary bankruptcy. (Eys-

ter V. Gaff, 91 U. S. 521, 23 L. Ed. 403.)

In Eyster v. Gaff, the court said (p. 525) :

''The opinion seems to have been quite prevalent

in many quarters at one time, the moment a man is

declared a bankrupt the District Court, which has

adjudged, draws to itself, by that act, not only all

control of the bankrupt's property and credits, but

that no one can litigate with the assignee or contest

rights in another court, except in so far as the Cir-

cuit Court took concurrent jurisdiction, and all other

courts can proceed no further in suits of which they

had, at that time, full cognizance, and it was a
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prevalent practice to bring any person who con-

tested with the assignee any matter growing out

of disputed rights of property or contracts into the

bankrupt's courts by the service of a rule to show
cause and to dispose of their rights in a summary
way. This court has steadily set its face against

this view. The debtor of a bankrupt, or the man
who contests the right to real or personal property

with him, loses none of these rights by the bank-

ruptcy of his adversary. The same courts remain

open to him in such contests, and the statute has

not divested those courts of jurisdiction in such

actions. If it has, for certain classes of actions,

concurrent jurisdiction for the benefit of the assignee

in the circuit and district courts of the United

States, it is concurrent with and does not divest that

of the state courts. * * *"

This Honorable Court held, in the case of Im> re San

Gabriel Sanitorium Co., Ill Fed. 892, that it was proper

to permit the trustee in bankruptcy to be made a party

defendant in a mortgage foreclosure action in the State

Court, and approved the judgment of the District Court

in refusing to enjoin such action, following the rule laid

down in Bardes v. Bank, 178 U. S. 524, 20 Sup. Ct.

1000, 44 L. Ed. 1175.

In Metcalf v. Barker, 187 U. S. 165, 23 Sup. Ct. 67,

47 L. Ed. 122, a lien was obtained in a court proceedings

in the nature of a creditor's bill, and in deciding that the

action in the State Court could not be enjoined by the

bankruptcy court the Supreme Court said:

''We are of the opinion that the jurisdiction of the

District Court to make the injunction order in ques-

tion cannot be maintained. (Louisville Trust Com-
pany V. Gominger, 184 U. S. 18, 26/'
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In Pickens v. Roy, 187 U. S. 177, a creditor's bill was

pending in the state court. The court said:

"The court also ruled that the mere fact that com-

plainant Dent (Roy) proved up her judgment as a

preferred debt in bankruptcy, when, and as she did,

did not operate to deprive the state court of juris-

diction, nor amount to a consent to the exercise of

jurisdiction by the District Court as invoked/'

"We are of the opinion that the Circuit Court of

Appeals was right in its rulings. The case in one

aspect came within Bardes v. Hawarden Bank, and

in the other, within the rule applied in Metcalf v.

Barker, ante/'

In the case of In re Thompson, 288 Fed. 385, 392, it

was held that an attachment suit in the state court, more

than four months old when the bankruptcy proceedings

started, could not be enjoined by the bankruptcy court.

The court said

:

"Again, each of the two suits sought to be en-

joined created by attachments in the state courts,

were more than four months old when the bank-

ruptcy proceedings were filed. They were in process

of enforcement in the state courts and are protected

by 67(f) of the Bankruptcy Act. I will not stop to

argue or elaborate this position. The authorities

are numerous, clear and convincing. They are thor-

oughly reviewed in the recent case of Griffin v. Len-

hart, 266 Fed. 671, in an opinion by the Circuit

Court of Appeals of the Fourth Circuit.'' (Citing

many cases.)

In In re Dayton Coal v. Iron Co., 291 Fed. 390, 397,

the court said:
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"Nor does the filing of a petition in bankruptcy

oust the possession of the debtor's property that has

been previously acquired by a state court in a suit

of an adverse claimant or terminate the jurisdiction

of such court. Lovel, Bankruptcy (4th Ed.), Sec.

42, p. 137. Thus it does not terminate the prior

jurisdiction of a state court in a suit to foreclose a

mortgage."

In Piedmont Coal Co. v. Huslad, 294 Fed. 247, two

attachment actions had been pending in the State Court

for more than four months prior to the commencement

of the bankruptcy proceedings. Several thousand acres

of land had been attached. The court held that the ac-

tions pending in the State Court could not be enjoined,

and said:

"In each suit lis pendens was filed giving notice to

purchasers under the law of West Virginia. In

1916 decrees in rem for named amounts were en-

tered. Clearly, by these proceedings the courts of

West Virginia acquired full jurisdiction and control

of the properties attached. These properties were

in custodia legis in every sense and if nothing else

had happened the plaintiffs certainly could have

prosecuted their decrees to execution and sale.'*

"If this were not so and if the proposition here

made that all property of the bankrupt may be sold

free of liens, whether in process of enforcement by

other courts or not, then the jurisdiction of the court

of bankruptcy would be paramount to that of all

courts and there would be neither occasion nor rea-

son for the law announced in Metcalf v. Barker,

Pickens v. Roy, Eyster v. Gaff (and others).''

In Brainard v. Schainman et aL, 5 F. (2nd) 249, de-

cided May 2, 1925, Kerrigan, district judge, said:
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*'General jurisdiction at law and in equity over

adverse claimants, without consent of defendants, is

not conferred on the United States Courts under the

Bankruptcy Act as originally enacted, nor has such

jurisdiction been conferred by the amendments

thereto. * * '^'^

''The act shows a clear intent not to bring into

United States courts controversies over debts, guar-,

anties and damages, in which a bankrupt's estate

may be involved, but to leave these matters to the

courts which would have jurisdiction if bankruptcy

had not intervened. This clearly appears in the

pointed opinion of the Supreme Court in Bardes v.

Bank, supra, 4 Am. Bankr. Rep. 163, 178 U. S. 524,

537; 20 Sup. Ct. 1000, 1005; 44 L. Ed. 1175. * * *''

"One object in inserting this clause in the Act may
well have been to leave such controversies to be tried

and determined in the local courts of the state, to

the greater economy and convenience of litigants and

witnesses. See Shoshone Mining Co. v. Rutter, 177

U. S. 505, 511, 513.'^

This is not a proceeding in bankruptcy. It is a mat-

ter arising out of an alleged bankruptcy. It is not a

matter of which the bankruptcy court has exclusive juris-

diction.

It is conceded that petitioner's mortgage is valid and

secures a debt which is not questioned, made and re-

corded long before four months prior to filing of the

bankruptcy petition, and that the action in the State

Court was begun prior to such four months.

The record is barren of any reason or allegation how

the creditors of the alleged bankrupt would be prejudiced

by prosecution of the foreclosure action in the State
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Court, or benefited by enjoining it, except the statement

of the conclusion in the petition of the receiver that the

general creditors would be benefited.

How, or in what manner, or how much, they would

be prejudiced or benefited, is not specified.

We submit that neither law nor the facts justify the

orders restraining our foreclosure action, and the orders

should be reversed, and the matter remanded to the Dis-

trict Court with directions to dismiss the petition of the

receiver.

Respectfully submitted,

LuciEN Gray,

Attorney for Petitioiier.

Los Angeles.
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FOR THE NINTH CIRCUIT.

In the Matter of
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Petitioner,

vs

Edward H. Marxen, as Receiver of

the Estate of Gillette Realty Com-
pany, alleged bankrupt,

Respondent,

BRIEF OF RESPONDENT.

The petitioner urges but one question, to-wit: The

power of the United States Court to restrain temporarily

a proceeding in the state court of an action to foreclose

a mortgage upon property in the legal custody of the

United States Court in a bankruptcy proceeding. It is

conceded by the petitioner, by his failure to raise the

contention, that the property upon which petitioner's

mortgage is a lien is a part of the alleged bankrupt's

estate, and that there is a substantial equity over and
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above the lien of the petitioners, which would be applied

to the settlement of the claims of the general creditors.

There are on file with the district court affidavits made

by competent and experienced appraisers showing that

there is a substantial equity for general creditors over

and above all liens of every character upon the real prop-

erty, including the lien of the petitioner.

If it were not for the receiver of the alleged bankrupt

petitioning the court and enjoining the foreclosure of

petitioner's mortgage and staying the proceedings before

the superior court in and for the county of Los Angeles,

the property of the alleged bankrupt would have been

sold and the equity dissipated or greatly reduced to the

damage of the general creditors. It was, therefore, the

duty of the receiver for the alleged bankrupt to take such

steps as were necessary to conserve and protect the prop-

erty of the alleged bankrupt pending the appointment of

a trustee. Any other course on his part would have sub-

jected him to severe criticism and would have caused the

general creditors substantial if not an entire loss on their

claims.

Since the filing of this petition, the Gillette Realty

Company, and Waldo A. Gillette, both alleged bankrupts

at the time of the filing of the petition, have been de-

clared bankrupt by the United States District Court

sitting at Los Angeles, and a trustee has been appointed.

The district court has the discretion to enjoin transac-

tions similar to the instant case, subject to the limitation

that the petition show a surplus over the mortgage value

that would inure to the benefit of the bankrupt's general

creditors. With this fact alleged in the petition as it

was in the iiHitant case, supported by affidavits by im-



partial and experienced appraisers, the district court's

discretion is clearly within its jurisdiction and power of

issuing injunctions. This proposition is sustained by the

decision in In re Jersey Packing Co., 138 Fed. 625. This

case answers petitioner's contention found on page 5 of

his brief where he contends:

**(b) The petition of receiver does not state facts

sufficient to authorize the district court to make the

orders complained of.

(c) The admitted facts are not sufficient to

authorize the orders complained of."

The receiver's petition praying for the restraining

order alleges:

*'That your petitioner is informed and believes, and
upon such information and belief alleges, that the value

of said real property over and above divers and various

encumbrances placed upon said property by Waldo A.

Gillette and Gillette Realty Company or either of them,

or both of them, is Fifty Thousand Dollars ($50,000.00)

or thereabouts, and unless this mortgage foreclosure suit

is restrained a substantial equity moving to the benefit

of the general creditors will be denied them,"

and supports said allegation with affidavits of impartial

appraisers on file with the district court, wherein it is

alleged by the said appraisers, Frank E. Fensch and

Richmond P. Benton:

"That it is affiant's opinion and belief as a result of

said investigation and inspection, that said property,

exclusive of furnishings, at this time, is of the reasonable

value of $236,700.00."



The above would show that there is an equity in the

property of nearly $150,000.00 over and above petitioner's

mortgage.

The Bankruptcy Court has power between the time of

filing of the petition and the adjudication of bankruptcy

to enjoin persons within its jurisdiction from doing any

act that would interfere with the due administration of

the Bankruptcy Act.

A good note can be found in 2 L. R, A, (n, s.) 560 as

to the right to enjoin enforcement of mortgage or trust

deed against property of bankrupt after institution of

bankruptcy proceedings.

In re Hornstein, 10 A. B. R. 308, 122 Fed. 266

(D. C. N. Y.):

"It is plain that the judge of a court of bankruptcy

may lawfully grant such restraining order, operative

on and binding litigants in the state court, although

strangers to the bankruptcy proceedings, as may be

necessary for the enforcement of the provisions of

the Bankrupt Act. This court has no hesitation in

holding that express power is given by the Act of

Congress to courts of bankruptcy to enjoin all per-

sons within its jurisdiction, whether litigants in a

state court or elsewhere, from doing any act that

will interfere with or prevent the due administration

of the Bankruptcy Act. If this is not true, how
frail and worthless is the law. In the fact of a

statute conferring the power, comity does not re-

quire the courts of the United States to compel per-

sons whose rights are seriously jeopardized by pro-

ceedings in a state court to resort thereto for pro-

tection. This restraining order was properly granted,

and must be upheld, if the petitioners had the right

to institute this proceeding in involuntary bank-

ruptcy."
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In re Goldberg, 9 A. B. R. 156, 117 Fed. 692:

"It is claimed that such action (purchaser at a

sale of judgment creditor) should proceed to judg-

ment, and a sale of the property attached be per-

mitted; the distribution of the proceeds only being

enjoined. There is no reason or necessity for such

a course. If Goldberg is adjudged a bankrupt, the

trustee will take and dispose of the property. If

not so adjudged, those attaching creditors will pro-

ceed with their action. The right to the injunction

sought in this case is plain * * *. Indeed the

act itself suggests this as the proper remedy in such

a case. Bankruptcy Act, Sections 11 A; 67 F; 2

(15).-

In re Mines, 16 A. B. R. 541, 144 Fed. 147:

Apparently In re Smith, 8 A. B. R. 56, 113 Fed.

993 (D. C Ga.):

"There can be no question of the power of the

court between the time an involuntary petition in

bankruptcy is filed and the selection of a trustee to

make proper orders to protect and guard the bank-

rupt's estate for the benefit of creditors, as may be

proper and right under the facts presented. Of
course, the court will not unduly interfere with prop-

erty claimed by third persons, and will not interfere

at all with bona fide sales for fair consideration, and

which are not obnoxious to the provisions of the

bankruptcy act.'*

In re Ball, 9 A. B. R. 276, 118 Fed. 672:

"A sale by her (lawful lien holder) upon the

mortgages, as threatened, would defeat this right

(administration of the estate under bankruptcy law)

and confessedly waste the estate and wrong the



creditors, while in administration by the trustee her

claims will be saved to her, by being left to rest

upon the proceeds. The injunction should therefore

be continued pending the administration, which will

leave the goods for the trustee as a part of the estate

to be proceeded with under direction of the referee/'

Adverse claimants may be restrained from taking legal

action relative to the bankrupt's property ; thus, real estate

mortgagees may be restrained from proceeding with a

foreclosure suit, whether they were in possession or not,

after the filing of bankruptcy petition.

See In re Donnelly, 26 A. B. R. 304, 188 Fed. 1001

See, also. In re Piettellkow, 1 A. B. R. 475, 92 Fed. 901.

Court proceedings may be restrained until a trustee can

be selected and appropriate action be taken by him, by

way of intervening in the state court, or otherwise; thus,

as to the foreclosure of mortgages.

In re Morse, 32 A. B. R. 207, 210 Fed. 900.

A sale in a foreclosure suit was stayed until trus-

tee was appointed where the bankrupt had substantial

interest in the equity of redemption.

It has been held when actual possession of the property

has not been taken in the foreclosure proceedings by the

mortgagee, the bankruptcy court acquires complete juris-

diction, and may enjoin the further prosecution of the

foreclosure suit, and its determining the rights of lien

holders and other parties.

See

Harak v. Durphee, 42 A. B. R. 110, 252 Fed. 885.



The citations of cases incorporated in the brief of

petitioner sustain an illusory premise, and one not rele-

vant nor material to the instant issue.

We do not question the validity of "or amount due

under the mortgage nor the adequacy of the considera-

tion."

We do not contend that the bankruptcy proceedings

"will destroy or affect the lien.''

We do not contend that "a discharge in bankruptcy

would be a release of the claim against the real estate

mortgage."

And, we do not contend "that the District Court has

the power to restrain prosecution of a foreclosure action

in a state court on a mortgage lien created more than

four months prior to the filing of the bankruptcy peti-

tion", and admit that if a "trustee desires to take the title

he can only do so by discharging the lien on the mort-

gage."

The citations in petitioner's brief based upon the premise

and presumption that a trustee is appointed for a bankrupt

estate, when in fact at the time the District Court issued

said restraining order the Gillette Realty Company was an

alleged bankrupt, with hearing as to its adjudication still

pending on the court's docket, and a receiver, the re-

spondent herein, was appointed merely to take ''ciistodia

legis" of all assets, and to hold same in possession until

at such time a hearing could be held and the Gillette

Realty Company adjudicated a bankrupt, or the creditors'

petition in involuntary bankruptcy dismissed.

The cases cited in petitioner's brief, therefore, have no

bearing upon the case at hand, and are sustainable only
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on transactions involving questions of whether or not

a trustee can enjoin the foreclosure proceedings of a

state court.

In this we have no dispute with petitioner, but submit

that petitioner's brief is irrelevant and immaterial in

being an aid to this court in deciding the issue at hand.

Respondent has only endeavored to keep in ''statu quo''

the estate of the alleged bankrupt until it was adjudi-

cated a bankrupt, and a trustee duly appointed by the

bona fide general creditors. That he has done to the

best of his ability, and after October 13th, 1926, the trus-

tee appointed will be in a position to settle the lien of

the preferred creditor and mortgage . petitioner herein,

to the satisfaction of all concerned.

For the above stated reasons, we submit that the re-

straining order of the District Court at the time that it

was issued restraining the foreclosure action was justi-

fied by the facts alleged within the respondent's petition,

and that said District Court was clearly within its dis-

cretion and jurisdiction in so restraining said foreclosure

action.

Respectfully submitted,

Frank P. Doherty,

Attorney for Respondent.
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CITATION.

United States of America,—ss.

To Hauser Packing Company, GREETING:
You are hereby cited and admonished to be and

appear at a United States Circuit Court of Appeals

for the Ninth Circuit, to be held at the City of

San Francisco, in the State of California, on the

21st day of August, A. D. 1926, pursuant to an

appeal filed, in the Clerk's office of the District

Court of the United States, in and for the South-

ern District of California, in that certain cause

wherein John Morrell & Company is complainant,

and you are defendant, to show cause, if any there
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be, why the judgment in the said appeal mentioned

should not be corrected and speedy justice should

not be done to the parties in that behalf.

WITNESS, the Honorable PAUL J. McCOR-
MICK, United States District Judge for the

Southern District of California, this day of

July, A. D. 1926, and of the Independence of the

United States the one hundred and fiftieth.

PAUL J. McCORMICK,
U. S. District Judge for the Southern District of

California.

Service of the within citation and receipt of a

copy thereof is hereby admitted this 23 day of

July, 1926.

BERTIN A. WEYL,
DOCKWEILER, DOCKWEILER & FINCH,

Attorneys and Solicitors for Defendant.

[Endorsed] : Filed Jul. 27, 1926. [1^]

In the District Court of the United States for the

Southern District of California.

IN EQUITY—No.

JOHN MORRELL & CO.,

vs.

HAUSER PACKING CO.,

Plaintiff,

Defendant.

*Page-number appearing at foot of page of original certified Tran-

script of Kecord.
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BILL OF COMPLAINT.

The Honorable Judges of the District Court of the

United States in and for the Southern Dis-

trict of California:

1. John Morrell & Co., a corporation organized

and existing under the laws of the State of Maine

and having its principal place of business at Ot-

tumwa, in the State of Iowa, brings this its bill of

complaint against Hauser Packing Company, a cor-

poration organized and existing under the laws of

the State of California and having its principal

place of business at Los Angeles, in the State of

California, and in the Southern District of Cali-

fornia.

And for its cause of complaint, John Morrell

& Co. respectfully shows the Court: [2]

2. That this suit is between citizens of different

states and that the amount of the controversy herein

exceeds the sum of three thousand dollars exclusive

of interest and costs. That the Court further has

jurisdiction by virtue of the Trademark Laws of

the United States.

3. That it is and has been for a long period of

time, to wit, from prior to 1880, engaged in the

preparing, curing, smoking, and in the sale and

distribution of smoked and cured pork products,

and more particularly in the preparation, distribu-

tion, and sale of bacon and ham in the United

States.

4. That in the manufacture of its said products,
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and more particularly its bacon and ham, Jolm

Morrell & Co. has exercised superior skill and im-

proved formulas and has produced bacon and ham
of superior qualities, by reason of which superior

qualities of its bacon and ham and the skill and

industry of John Morrell & Co. it has built up a

large and valuable business in the manufacture,

distribution, and sale of its said bacon and ham.

[3]

5. That to secure to itself the benefits of its

reputation and the popular demand for its said

superior bacon and ham and for the protection of

the public John Morrell & Co. heretofore, to wit, in

1880, adopted as a trademark for its bacon and

ham the word ^^Pride''; that in 1880 and continu-

ously since that time John Morrell & Co. has

marked by stamping into the skin, or imprinting

on labels attached to the goods, in advertising and

otherwise, the said mark ^^ Pride" in a conspicuous

manner in association with its bacon and ham; that

said goods so marked have been and are being

shipped in interstate commerce between the states

of the United States, and extensively sold in the

State of California and in the southern district

thereof.

6. That heretofore, to wit, on the 4th day of

November, 1922, John Morrell & Co. applied to the

Commissioner of Patents in manner and form as

I)rovided by law for the registration of its said

trademark ^Tride" for bacon and ham, which said

mark was duly registered by the Commissioner [4]

of Patents on the 15th day of April, 1924, as No.
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182,575. Profert of said registration is hereby

made.

7. That John Morrell & Co. has expended large

sums of money in advertising its ham and bacon

under the mark ''Pride/' and that said mark

''Pride" has, by reason of said advertising become

associated in the mind of the public with the prod-

ucts of John Morrell & Co., as a result of which a

valuable goodwill in association with the word

"Pride" has been built up, the exact value of which

is difficult of computation, but which is far in excess

of the sum of $1,000,000.00.

8. That Hauser Packing Company has, with-

out the consent of John Morrell & Co., reproduced,

counterfeited, copied, and colorably [5] imitated

its said trademark "Pride" registered in the United

States Patent Office, No. 182,575, and has affixed

said mark to merchandise, to wit, bacon and ham,

of the same descriptive properties as those set

forth in the said registration, and to labels, signs,

prints, packages, and wrappers intended to be used

upon and in connection with the sale of said mer-

chandise, and has, complainant believes, used such

reproductions, counterfeits, copies, and colorable

imitations in commerce among the several states of

the United States in violation of the statutes and

law provided.

9. That Hauser Packing Company heretofore,

to wit, to the best of complainant's information, in

1920, began marking hams and bacon with the mark

"Pride" without the consent of the plaintiff, and is

still so marking ham and bacon, using said mark
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printed on labels which it applies to hams and

bacon, and stamping the same on skins of the meat,

infringing said trademark of John Morrell & Co.,

within the State of California and within the

southern district of said state. [6]

10. That immediately upon learning of the use

of the mark ^^ Pride" by the Hauser Packing Com-

pany in 1920, plaintiff, John Morrell & Co., pro-

tested to Hauser Packing Company, fully setting

forth its rights in the premises. Hauser Packing

Company has persisted despite repeated protests

and efforts of John Morrell & Co. to induce Hauser

Packing Company to respect its rights in the prem-

ises and has recently definitely defied John Morrell

& Co. to establish its rights by suit.

That the right of John Morrell & Co. in and to

its trademark '^Pride" has been generally recog-

nized and acquiesced in by the trade, and that its

rights in and to the said trademark have been pre-

viously adjudicated in the United States Patent

Office, which facts were fully pointed out to Hauser

Packing Company prior to the filing of this suit.

11. That by reason of said persistent use of the

said mark ^' Pride" by Hauser Packing Company
after said protests and notices, John Morrell & Co.

believe and therefore allege that the adoption and

use of the said mark by Hauser Packing Company

[7] was with the deliberate intention to unjustly

gain to itself the profits and benefits accruing to

the goodwill associated with said mark, the prop-

erty of John Morrell & Co. and to deprive John

Morrell & Co. of said profits and benefits, and said
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conduct has unjustly enriched Hauser Packing

Company and damaged John Morrell & Co. to an

extent in excess of $20,000.00.

WHEREFORE, the premises considered, the

plaintiff respectfully prays: [8]

1. That injunctions pendente lite and perpetual

be granted restraining the Hauser Packing Com-
pany, its officers, agents, and employees from mark-

ing, selling, quoting for sale, or advertising any

hams, bacon, or other similar products bearing the

mark '^ Pride."

2. That the Hauser Packing Company be re-

quired to deliver up all bacon, ham, labels, tags, or

other things bearing the mark '^ Pride" and in-

tended to be connected with or associated with bacon

or ham, to be destroyed, and the dies, plates, sten-

cils, or other implements for making said marks to

be destroyed.

3. That this cause be referred to an auditor to

ascertain the profits made by Hauser Packing Com-

pany from the sale of hams and bacon bearing the

mark ^^ Pride" and the damages suffered by the

plaintiff by reason of said infringements, and that

an order be entered requiring Hauser Packing

Company to pay to John Morrell & Co. the sum
equivalent to said profits and damages. [9]

4. That by reason of the aggravated circum-

stances attending the continued use of the mark
^' Pride" by Hauser Packing Company additional

damages be awarded John Morrell & Co. in conform-

ity with the statute.
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5. And for such other and further relief as may
appear necessary or proper herein.

JOHN MORRELL & CO.

By THOMAS HENRY FOSTER,
President.

LYON & LYON,
Attorneys for Plaintiff.

Of Counsel:

FREDERICK S. LYON.
LEONARD S. LYON.
HENRY S. RICHMOND.
MASON, FENWICK & LAW-

RENCE.

[Endorsed] : Filed Mar. 24, 1925. [10]

[Title of Court and Cause.]

ANSWER TO BILL OF COMPLAINT.

The defendant above named, Hauser Packing^

Company, a corporation, saving and reserving to

itself now and at all times hereafter all right and

benefit of exception to the bill of complaint herein

filed on account of many errors, uncertainties and

other imperfections therein contained, for answer

thereto, or to so much and such parts thereof as it

is advised by counsel that it is material or neces-

sary for it to make answer unto, hereby answers

the said bill of complaint, as follows:

I.

Denies that the amount of the controversy herein
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exceeds the sum of Three Thousand Dollars ($3,-

000.00) exclusive of interest and costs, or otherwise

or at all.

II.

Alleges that it has no knowledge or information

other than from said bill of complaint, as to the

time that plaintiff has been engaged in the business

set forth in paragraph 3 of said bill of complaint,

and cannot admit or deny the allegations relative

thereto contained in paragraph 3 thereof, and in-

sists that plaintiff make proof thereof. [11]

III.

Alleges that it has no knowledge or information

other than from said bill of complaint as to the

superior skill or improved formulas exercised by

the plaintiff, or the production of bacon and ham of

superior quality, or the building up of a large and

valuable business in the manufacture, distribution

and sale of bacon and ham, and cannot admit or

deny the allegations relative thereto contained in

paragraph 4 of said bill of complaint and insists

that plaintiff make proof thereof.

IV.

Alleges that it has no knowledge or information

other than from said bill of complaint as to the time

that plaintiff adopted as a trademark for its bacon

and ham the word ^' Pride'' or the continuous use

of the said word ^^ Pride" since the year 1880, or

the marking on its goods of the said mark ^^ Pride,''

or the shipment of its goods so marked in inter-

state commerce between the states of the United
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States, or the sale thereof in the State of Califor-

nia, or in the Southern District thereof, and cannot

admit or deny the allegations of said bill of com-

plaint relative thereto contained in paragraph 5

thereof, and insists that plaintiff make proof

thereof.

V.

Admits the allegations contained in paragraph 6

of the bill of complaint.

VI.

Alleges that it has no knowledge or information

other than from said bill of complaint as to the

expenditure by plaintiff of any sums of money in

advertising its hams or bacon under the mark

'^ Pride," or as to said mark by reason of any ad-

vertising having become associated in the mind of

the public with the products of plaintiff, or as to

the goodwill [12] built up in association with

said word ^' Pride," or as to the value of said good-

will, and cannot admit or deny the allegations of

said bill of complaint relative thereto contained in

paragraph 7 thereof, and insists that plaintiff

make proof thereof.

VII.

Denies that defendant has without the consent of

plaintiff, or otherwise or at all, reproduced, coun-

terfeited, copied or colorably or otherwise, imitated

plaintiff's alleged trademark '^ Pride" registered in

the United States Patent Office, No. 182,575, or has

affixed said mark to merchandise, or to ham or

bacon of the same descriptive properties as those
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set forth in the said registration, or to labels, signs,

prints, packages or wrappers, intended to be used,

or used upon or in connection with the sale of said

merchandise, or any of its merchandise, or has used

any reproductions, counterfeits, copies or colorable

or any imitations in commerce among the several

states of the United States, or otherwise or at all,

in violation of the statute or law provided, or at all.

VIII.

Denies that defendant began marking ham or

bacon with the mark ^' Pride" in 1920, or at any

time or at all, without the consent of the plaintiff, or

otherwise or at all, or is now so marking ham or

bacon or using said mark printed on labels applied

to ham or bacon, or stamping the same on skins of

the meat, or has infringed or is infringing any

trademark of plaintiff within the State of California

or within the Southern District of said state, or

elsewhere.

IX.

Denies that immediately upon learning of the use

of the mark ''Pride" by defendant in 1920, or at

any time, plaintiff protested to defendant, or that

defendant has persisted despite repeated or any

protests or efforts of plaintiff to respect plaintiff's

rights in the premises, or that defendant has per-

sisted [13] or is persisting in refusing or failing

to respect plaintiff's rights in the premises.

X.

Alleges that it has no knowledge or information

other than from said bill of complaint as to the

general recognition or acquiescence in by the trade
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of the right of plaintiff in and to the mark ^' Pride,"

and cannot admit or deny the allegation of said bill

of complaint relative thereto contained in paragraph

10 thereof, and insists that plaintiff make proof

thereof.

XI.

Denies that plaintiff's right in and to the said

trademark has been previously adjudicated in the

United States Patent Office.

XII.

Denies that defendant has adopted or used the

said mark '^Pride" with the deliberate or any in-

tention to unjustly, or otherwise, gain to itself any

profits or benefits accruing to the goodwill associated

with said mark, or to deprive plaintiff of said or any

profits or benefits, or that the alleged or any con-

duct of defendant has unjustly or otherwise en-

riched defendant or damaged plaintiff in a sum in

excess of Twenty Thousand Dollars ($20,000.00) or

in any sum whatsoever. Denies that the mark

^^ Pride" or any goodwill associated with the mark

^' Pride" is the property of the plaintiff.

XIII.

And further answering said bill of complaint, de-

fendant alleges that it is now, and at all of the times

herein mentioned since the year 1904, has been a cor-

poration organized and existing under the laws of

the State of California and having its principal

place of business in the City of Los Angeles in said

state ; that in said year 1904, it purchased a business

established by Julius Hauser and conducted under

the name of Hauser Packing Company since 1882;
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that it is now and has been [14] ever since the

year 1904, and its aforesaid predecessor in interest

had been between the year 1882 and 1904, engaged

in the business of preparing, curing, smoking, sell-

ing and distributing pork products, and particularly

in the preparation of ham and bacon under its own
brands and labels, and the sale and distribution

thereof in the United States, but more particularly

in the State of California and in the Southern Dis-

trict thereof, and in the sale and distribution of such

ham and bacon in the Pacific States of Arizona, New
Mexico, Nevada, Utah, Oregon, and Washington,

and that during said period from 1882 to the present

date, defendant, or its predecessor aforesaid, has

produced bacon and ham of superior quality, and
by reason of the quality of its said ham and said

bacon, defendant has built up a large and valuable

business in the manufacture, distribution and sale

of its said bacon and said ham; that in the year

1907, without knowledge on its part that plaintiff,

or any other person, firm or corporation had been,

or was using, the word ^' Pride" alone or in combina-

tion with any other words as a trademark for ham
or bacon or goods of like description, and at a time

when plaintiff, as defendant is informed and be-

lieves and upon such information and belief avers,

was not engaged in any business in the State of

California or in any of the Pacific States, or in the

distribution or sale of any ham or bacon marked
with the word ''Pride" alone or in combination

with any other words in said territory, defendant

in good faith and to secure to itself the benefit of
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its reputation and the popular demand for its bacon

and ham, and for the protection of the public,

adopted as a trademark for its bacon and ham the

words ^^Hauser's Pride," and ever since said time

defendant has continuously and steadfastly marked

its best quality of ham and bacon by stamping in the

skin thereof or in printing on labels attached thereto

the said mark '^Hauser's Pride," and has exten-

sively used the same in advertising its said ham
and bacon and otherwise, and brought to the atten-

tion of the buying public [15] the association of

the words ^'Hauser's Pride" with the best quality

of ham and bacon produced by defendant, and de-

fendant's best quality of ham and bacon so adver-

tised and brought to the attention of the public

under the brand and trademark ^'Hauser's Pride,"

has become well and favorably known to the buying

public throughout the said Pacific States of the

United States, and particularly in the State of Cali-

fornia; that ever since the commencement by de-

fendant of its use of the said mark '^Hauser's

Pride" in connection with the preparation and sale

of its best quality of ham and bacon, it has shipped

and is now shipping its said ham and bacon in inter-

state commerce between the States of the United

States and has extensively sold the same throughout

said Pacific States and particularly in the State of

California ; that defendant has expended large sums

of money in advertising its best quality of ham and

bacon under the mark ''Hauser's Pride"; that said

mark ^'Hauser's Pride" has thereby become well

known to the public and has become thoroughly^
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associated with the products of the defendant, and
thereby defendant has acquired and has built up a

valuable goodwill in association with the words

'' Hauser 's Pride/' and throughout the State of

California and said Pacific States the words '' Hau-
ser 's Pride" used in connection with the sale of

ham and bacon have become in the public mind as-

sociated and connected with the products of de-

fendant; that defendant is informed and believes,

and upon such information and belief avers that up

to about the year 1920, the buying public and trade

in general in the State of California were not ac-

quainted with and did not know of any ham or

bacon sold under the mark ^' Pride" either alone

or in combination with any other word or words,

except the ham and bacon sold by defendant under

its aforesaid mark '^ Hauser 's Pride," but in the

year 1920 or thereabouts, plaintiff began to sell and

distribute in California for the first time its ham
and bacon bearing the mark ^' Pride" in combina-

tion with other words, that is to say bearing marks

such as '^Dakota's Pride," [16] ''Iowa's Pride"

and ''Morrell's Pride," and at or about said time

plaintiff extended its business of selling its ham and

bacon into said Pacific States, and particularly into

California for the first time; that defendant is in-

formed and believes and upon such information and

belief avers, that plaintiff has never used said word

or mark ''Pride" alone, as a trademark or trade

name or brand connected with its ham or bacon, but

has always used the same only in combination with

other words and particularly in combination with
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the word ^'Morrell," or the words ''John MorrelPs"

in order to indicate the origin of its product; that

ever since about the year 1920, plaintiff has engaged

in the sale and distribution of its ham and bacon in

the State of California, and has, as defendant is

informed and believes, and upon such information

and belief avers, within the last two years estab-

lished a branch packing house in the City of Los

Angeles aforesaid, and has been and is now engaged

in selling ham and bacon in competition with de-

fendant, and by reason of defendant's best quality

ham and bacon having been sold in the markets of

California under the name of ''Hauser's Pride"

as aforesaid plaintiff has derived and is now deriv-

ing the benefit and advantage of the use of the word

''Pride" in connection with defendant's name in the

sale of its, plaintiff's, ham and bacon, and of de-

fendant's advertising of ham and bacon under said

mark; that defendant is informed and believes, and

upon such information and belief alleges, that long

prior to the time that plaintiff extended its business

of selling its ham and bacon into the State of Cali-

fornia, it well knew of the use by defendant of the

said mark "Hauser's Pride" in connection with de-

fendant's ham and bacon, and well knowing said

fact allowed defendant to build up a large and lu-

crative trade in the markets of said Pacific States of

the United States, and particularly in California,

without protest, and thereafter with the intention of

obtaining the benefit of the advertising. [17] of

defendant's ham and bacon under said mark, de-

liberately entered the territory of California and
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other Western States of the United States, and ever

since so entering the State of California and other

Pacific States has been selling its ham and bacon

under the names above mentioned, and particularly

under the name '^Morrell's Pride" and has had the

benefit of defendant's advertising of ham and bacon

under its aforesaid mark which was known to the

public and associated in the public mind and by
the trade with defendant's products; that defend-

ant adopted, appropriated and used the said trade-

mark '' Hauser 's Pride" for ham and bacon and

has continued to appropriate and use the same on

ham and bacon and has for many years prior to its

use by plaintiff in the territory in which defendant,

or its predecessor in interest, has been engaged in

business since 1882, and that the public and persons

trading in ham and bacon have not been deceived,

and are not likely to be deceived into purchasing

defendant's ham and bacon instead of plaintiff's

ham and bacon by reason of the use by defendant

of said trademark of '' Hauser 's Pride."

And for a further separate and second defense to

the bill of complaint, defendant alleges that plain-

tiff has been guilty of gross laches and unreasonable

delay in commencing its suit alleged in the bill of

complaint, and also in filing its claim of trademark

in the United States Patent Office wherein and

whereby it claimed the word '^ Pride" as its trade-

mark for packing-house products. [18]

And as a further answer on the part of defendant

to the bill of complaint, and as a counterclaim by

defendant against plaintiff, defendant alleges:
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I.

That defendant is now and ever since tlae year

1904 has been a corporation organized and existing

under the laws of the State of California, and ever

since said year has had and now has its principal

place of business at the City of Los Angeles, in the

State of California, and in the Southern District

of California.

II.

That defendant is informed and believes and upon

such information and belief alleges, that plaintiff

eTohn Morrell & Company at all the times herein

mentioned has been and is now a corporation or-

ganized and existing under the laws of the State

of Maine, and has had and now has its principal

place of business at Ottumwa, in the State of Iowa.

III.

That this suit and this counterclaim is between

citizens of different states, and that the Court has

jurisdiction of this suit and counterclaim by virtue

of the trademark laws of the United States.

IV.

That in the year 1882 Julius Hauser opened and

established a business under the name of '^Hausers

Packing Company" and thereafter and until the

year 1904, continuously engaged in business under

said name, and as a part of said business was en-

gaged in the preparing, curing and smoking of

pork products, and in the sale and distribution of

such prepared, cured and smoked products in the

United States, and particularly in the State of Cali-

fornia, and other Pacific States, and was more par-
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ticularly [19] engaged in the preparation, dis-

tribution and sale of bacon and ham in said terri-

tory.

V.

That in the year 1904 and immediately after the

organization of defendant corporation, defendant

purchased and acquired from said Julius Hauser

all of the business of said Julius Hauser, established

and conducted as aforesaid, together with the good-

will thereof, and ever since the purchase thereof,

defendant has conducted the business established as

aforesaid by Julius Hauser, and continued in the

same general line of business.

VI.

That in the manufacture of said products and

more particularly in the preparation of bacon and

ham, defendant and its predecessor in interest exer-

cised superior skill and care and produced bacon

and ham of superior quality, and by reason of said

superior quality of such bacon and ham and the

skill and care exercised by defendant and its

predecessor in the preparation of bacon and ham, de-

fendant has built up a large and valuable business

in the manufacture, distribution and sale of bacon

and ham, and bacon and ham prepared and pro-

duced by defendant has become well and favorably

known to the buying public and the trade in gen-

eral in the United States and more particularly in

the State of California and other Pacific States.

VII.

That to secure to itself the benefit of its reputa-

tion and the popular demand for its said superior
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quality of bacon and ham, and for the protection of

the public, defendant heretofore did, in 1907, adopt

as a trademark for its best quality of bacon and

ham, the words ''Hauser's Pride," and that in said

year of 1907 and continuously since said time, de-

fendant has marked its best quality of bacon and

ham with the said mark ^'Hauser's Pride," by

stamping the same into the skin of said [20]

bacon and ham, or imprinting the same on labels

attached to the packages containing said bacon and

ham, and has used said mark in advertising and

otherwise in connection with the preparation, sale

and distribution of its best quality of bacon and

ham. That its goods so marked, during said period

from 1907, have been and are now being shipped in

interstate commerce between the states of the United

States, and extensively sold in the State of Cali-

fornia, and in the Southern District thereof, and

also in other Pacific States.

VIII.

That since the adoption by defendant of its afore-

said trade mark '^Hauser's Pride," defendant has

expended large sums of money in advertising its

best quality of bacon and ham under the said mark,

and said mark ^'Hauser's Pride" has, by reason of

said advertising, become known to the public and

the trade and become associated in the public mind
with the products of defendant and particularly

with the best quality of bacon and ham produced by

defendant, and as a result thereof defendant has

built up a valuable goodwill in association with the

words ^^Hauser's Pride," the exact value of which
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goodwill is difficult to estimate, but defendant be

lieves and upon such belief alleges that the same is

in excess of the sum of Five Hundred Thousand

Dollars (|500,000.00).

IX.

That plaintiff, John Morrell & Co., has, without

the consent of defendant, reproduced, counterfeited,

copied and colorably imitated defendant's trade-

mark, and has affixed said mark to merchandise,

that is, bacon and ham, and to labels, signs, prints,

packages, wrappers and advertising matter intended

to be used and actually used upon and in connection

with the sale of plaintiff's said merchandise, and

defendant is informed and [21] believes and upon

such information and belief alleges that plaintiff

has used and is using such reproductions, counter-

feits, copies and colorable imitations in commerce

among the several states of the United States, and

in the State of California, and in the Southern Dis-

trict thereof.

X.

That defendant is informed and believes and

upon such information and belief alleges that up

to the year 1920, plaintiff was not engaged in busi-

ness nor distributing its bacon or ham in the State

of California, and that in the year 1920, or there-

abouts, plaintiff commenced to sell and distribute

its bacon and ham in the State of California, and

in the Southern District thereof, and without the

consent of defendant, commenced to sell its said

bacon and ham marked with the words '^MorrelPs

Pride" and to advertise its bacon and ham under
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said name '^Morrell's Pride/' and is still selling its

bacon and ham, and advertising its bacon and bam
under the said mark and name '^MorrelPs Pride"

and has used and is using said mark ''Morrell's

Pride" printed on labels applied to its bacon and

ham, and stamped on the skins of its bacon and ham,

and has thereby infringed and is infringing de-

fendant's said mark ^^Hauser's Pride" within the

State of California and within the Southern District

of said state.

XI.

That defendant is informed and believes and upon

such information and belief alleges that at the time

plaintiff began doing business in the State of Cali-

fornia, as aforesaid, and to sell and distribute its

bacon and ham marked as aforesaid and to use said

mark '^ Morrell 's Pride" in connection and asso-

ciated with the sale and distribution of its bacon

and ham in the State of California, plaintiff well

knew that defendant was then and for a long time

prior thereto had been using the words [22]

'^Hauser's Pride" in connection and associated with

the production and sale of its (defendant's) bacon

and ham, and in advertising and selling its bacon

and ham, and well knowing the same, defendant

deliberately and with the intention of obtaining the

benefit and advantage of the advertising of defend-

ant, and the benefits which had accrued to the good-

will associated with defendant's said mark, entered

the territory in which defendant had been engaged

in business as aforesaid, and used and is still using

the words ^'Morrell's Pride" in connection with the
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sale, distribution and advertising of plaintiff's bacon

and ham; and defendant is further informed and

believes and upon such information and belief al-

leges, that plaintiff has lately threatened and is

now threatening and intending to use the word
^^ Pride" alone and without combining the same with

any other word or name, as a mark connected with

and associated with the production, sale, distribu-

tion and advertising of its (plaintiff's) goods, and

particularly its bacon and ham.

XII.

That the right of defendant in and to its trade-

mark *' Hauser 's Pride," has been, and is now,

generally recognized and acquiesced in by the trade
;

that its said trademark has become widely known

in the United States, and particularly in the State

of California and other Pacific States, and for a

long time past, and until plaintiff extended its

business into the territory of California, as afore-

said, the only bacon or ham known to the trade in

the Pacific Coast States, and particularly in the

State of California, stamped with any mark in

which the word '^ Pride" was used, was the bacon

and ham of defendant, sold and distributed by de-

fendant as aforesaid under its trademark '^ Hauser 's

Pride." [23]

XIII.

That defendant is informed and believes and

upon such information and belief alleges, that plain-

tiff has been and is now claiming to the public and

to the trade in the State of California, and other

Pacific States, that ''Pride" bacon and ''Pride"
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ham is the bacon and ham of plaintiff, and ad-

vertising to the trade that it (plaintiff) is the sole

and exclusive owner and has the sole and exclusive

right to use the word ''Pride" in connection with

the sale and distribution of bacon and ham; that

it has been and is now representing to the trade

in the State of California, and other Pacific States,

that defendant has no right to use its trade mark

adopted and used as aforesaid, and said acts and

conduct on the part of plaintiff, and the use of said

mark by plaintiff was and is with the deliberate in-

tention on the part of plaintiff to unjustly gain to

itself the profits and benefits accruing to the good-

will associated with defendant's said mark, and to

deprive defendant of said profits and benefits, and

said acts and conduct on the part of plaintiff have

caused defendant damage in a sum which cannot

be estimated and deprived defendant of sales and

business to which it was entitled and would other-

wise have had.

WHEEEFORE defendant respectfully prays—

(1) That injunctions pendente lite and per-

petual be granted, restraining plaintiff, John Mor-

rell & Co., its officers, agents and employees from

marking, selling, offering for sale or advertising

any bacon or ham or other similar products, bearing

the words ''Morrell's Pride" or the word ''Pride,"

alone, or in combination with any other words

;

(2) That plaintiff John Morrell & Co. be re-

quired to deliver up all bacon, ham, labels, tags or

other things bearing the mark "MorrelPs Pride,"

or the mark "Pride," together [24] with all
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dies, prints, stencils, or other instruments for

making said mark or marks, to be destroyed; and

(3) For such other and further relief as may

appear necessary or proper herein, together with its

€OStS.

HAUSER PACKING COMPANY.
By FEANK M. HAUSER,

General Manager.

BERTIN A. WEYL,
DOCKWEILER, DOCKWEILER & FINCH,

Attorneys for Defendant Hauser Packing Com-

pany.

[Endorsed] : Filed May 15, 1925. [25]

[Title of Court and Cause.]

REPLICATION TO DEFENDANT'S COUN-
TERCLAIM.

Comes now the plaintiff and replying to the

counterclaim set up by the defendant says:

1. Plaintiff admits the allegations of paragraph

I of the counterclaim.

2. Plaintiff admits the allegations of paragraph

II of the counterclaim.

3. Plaintiff denies that the court has jurisdic-

tion of the subject matter of said counterclaim inas-

much as the same does not fall within the scope of

the trademark laws or any other laws of the United

States, and there is no allegation of damages.

4. Plaintiff has no knowledge of the facts al-
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leged in paragraph IV and calls for strict proof

of the same. [26]

5. Plaintiff has no knowledge of the facts al-

leged in paragraph V and calls for strict proof of

the same.

6. Plaintiff has no knowledge of the facts al-

leged in paragraph VI and calls for strict proof

of the same.

7. Plaintiff has no knowledge of any use by

the defendant of the words ^^Hauser's Pride" prior

to 1920, and calls for strict proof of the same.

The allegations of nse of such mark by the de-

fendant continuously since 1920, plaintiff accepts

as admissions of record to the allegations in its bilL

8. Plaintiff has no knowledge of the facts al-

leged in paragraph VIII and alleges that any good-

will accruing to the defendant in connection with

the mark ^^ Pride" has been in derogation of the

rights of the plaintiff and constitutes property

rightly belonging to the plaintiff.

9. Plaintiff denies that it has reproduced, coun-

terfeited, copied or colorably imitated any trade-

mark of the defendant in any way and denies that

it has any intention of reproducing, counterfeiting,

copying or [27] colorably imitating any trade-

mark of the defendant in the United States or in

the State of California or in the Southern District

thereof.

10. Answering paragraph X, plaintiff alleges

that it has been engaged in business in the State of

California since long prior to the year 1920, since^
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to wit, on or before the year 1898, and that it has,

for a long period of years, to wit, since long prior to

1907, sold and distributed in the State of California

bacon and ham bearing its said trademark '^ Pride,"

affixed to said bacon and ham.

Plaintiff further alleges that it has for a long

period of years and since long prior to 1907, sold its

said bacon and ham bearing its trademark '^ Pride"

in other Western States, to wit, the State of Wash-
ington and the State of Oregon.

Plaintiff denies that it has in any manner in-

fringed upon any trademark of the defendant

within the State of California.

11. Plaintiff denies all the allegations of para-

graph XI except that it is using the mark '^Mor-

rell's Pride" and the trademark ''Pride" alone,

as it is rightfully entitled to use said marks and,

subject to the decision of this Honorable Court,

proposes to continue the use of said marks. [28]

12. Plaintiff denies each of the allegations of

paragraph X'll.

13. Plaintiff claims the right to the exclusive

use of the mark ''Pride" on bacon and on ham and

has consistently advanced said claim wherever its

rights have been questioned by the defendant or

others, but plaintiff denies any intention to un-

justly gain to itself any profits or benefits accru-

ing to any goodwill rightly belonging to the de-

fendant; denies any right of defendant in or to

said trademark "Pride"; denies that any conduct

on its part has caused any damage to the defendant

in any form.
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WHEREFORE plaintiff respectfully prays

:

1. That defendant's counterclaim be struck

from the record and that final orders be entered

herein in conformity with the prayers of its bill.

JOHN MORRELL & CO.

By HENRY S. RICHMOND,
Solicitor for Plaintiff.

MASON, FENWICK & LAWRENCE,
Counsel.

FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Solicitors for Plaintiff,

[Endorsed] : Filed Jul. 13, 1925. [29]

[Title of Court and Cause.]

DECISION.

Herein the Court finds

:

(1) In respect to the plaintiff's complaint, for

defendant.

(2) In respect to defendant's counterclaim, for

plaintiff.

And therefrom the Court concluded that neither-

party is entitled to recover of the other.

Decree accordingly.

June 4, 1926.

BOURQUIN,
Judge.



vs, Hauser Packing Company. 29

MEMO.

Giving due consideration to all proper evidence

and none other, it appears that prior to 1907 plain-

tiff was vending hams and bacons in the California

market advertised or bearing the trade name and

mark ^^Morrell's Iowa's Pride" in variations. In

the said year defendant likewise entered said

market, its products advertised or bearing the trade

name and mark, ^'Hauser 's Pride."

Thereafter, and for the said market and

products, plaintiff for a trademark duly registered

the single word ^^ Pride," upon its application made
in 1922. The question is not whether the word
^^ Pride" could become a trademark, but is whether

it timely did. In general, each party [30] gave

to its name equal prominence with the word

^^ Pride." Neither relied upon the brand ^^ Pride,"

but upon the brand ^^Morrell's Pride" and^ ^ Hauser 's

Pride," respectively. There is no preponderance

of the evidence that in behalf of plaintiff and prior

to defendant's user of it the word ^^Pride" had ob-

tained a secondary meaning in common or princi-

pal characterization of plaintiff's goods or products,

or that thereafter the trade suffered confusion or

was deceived in respect to distinctions between

.plaintiff's products and those of defendant. The

suit is in the main like to Armour's Case, 283 Fed.

42, 275 Fed. 92, and ought to be and is like in de-

cision. Neither party infringes the trade name
or mark of the other.

[Endorsed] : Filed. Jun. 4, 1926. [31]
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In the District Court of the United States for the

Southern District of California, Southern Di-

vision.

No. I.-106-M.-Eq.

JOHN MORRELL & CO.,

vs.

HAUSER PACKING CO.,

Plaintiff,

Defendant.

DECREE.

On the 2d day of June, 1926, this cause came on

before the Court for trial; and evidence was taken

and argument had thereon, and said cause sub-

mitted to the Court for decision, and thereafter, on

June 4th, 1926, the Court handed down its opinion,

wherein it finds that neither party has maintained

the affirmative of its case, and that neither party is

entitled to recover of the other, and ordered decree

accordingly

;

NOW, THEREFORE, IT IS ORDERED, AD-
JUDGED and DECREED that this cause be, and

the same is hereby dismissed.

BOURQUIN,
U. S. District Judge.

[Endorsed] : Filed Jul. 1, 1926. [32]



vs, Hauser Packing Company. 31

[Title of Court and Cause.]

ASSIGNMENTS OF ERROR.

Comes now plaintiff above named and specifies

and assigns the following as the errors upon which

it will rely upon its appeal to the United States Cir-

cuit Court of Appeals for the Ninth Circuit from

the final decree of July 1, 1926, dismissing plain-

tiff's bill of complaint as in said final decree set

forth

:

That the District Court of the United States for

the Southern District of California, Southern Divi-

sion, in making and entering said final decree, erred

as follows

:

1. In dismissing plaintiff's bill of complaint.

2. In not ordering, adjudging and decreeing that

plaintiff was and is entitled to an injunction enjoin-

ing and restraining defendant as in said bill of com-

plaint prayed.

3. In not ordering, adjudging and decreeing

that plaintiff by virtue of prior adoption and use

is the owner of the trademark ^' Pride" for and as

used in connection with bacon and ham ; that said

^' Pride" constitutes a valid trademark and has been

infringed by defendant.

4. In not ordering, adjudging and decreeing that

trademark registration of the United States Num-
bered 182,572 registered April 15th, 1924, is good

and valid in law and that [33] plaintiff is en-

titled to the exclusive use thereof, and that the same

has been infringed by the defendant in the latter 's
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use of ^^Pride" in the combination ^^Hauser's

Pride" in connection with the advertising and sale

of hams and bacons.

5. In not ordering, adjudging and decreeing

that the use of the word ''Pride" by defendant is

connection with defendant's advertisement and sale

of hams and bacons is an infringement of plaintiff's

trademark rights in the word ''Pride," and that

defendant should be enjoined from such use.

In order that the foregoing assignments of er-

ror may be and appear of record, plaintiff presents

the same to the Court and prays that such disposi-

tion may be made thereof as in accordance with the

laws of the United States.

WHEREFORE, plaintiff prays that said final

decree of this court dismissing plaintiff's bill of

complaint be reversed and set aside in each and

every particular and respect and that said court be

directed to enter a decree sustaining plaintiff's said

bill of complaint at the cost and expense of defend-

ant and ordering, adjudging and decreeing that

defendant be enjoined as in and by said bill of com-

plaint prayed, and for such other and further relief

and such further proceedings in this court as may

he the Honorable United States Circuit Court of

Appeals for the Ninth Circuit, be found meet and

proper.

All of which is respectfully submitted.

FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Attorneys for Plaintiff. [34]
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[Title of Court and Cause.]

PETITION FOR ORDER ALLOWING AP-
PEAL.

The above-named plaintiff, feeling aggrieved by

the final decree rendered and entered in the above-

entitled cause on the 1st day of July, 1926, dis-

missing plaintiff's bill of complaint against defend-

ant in said suit, does hereby appeal from said final

decree to the United States Circuit Court of Ap-

peals for the Ninth Circuit for the reasons set forth

in the assignments of error filed herewith, and it

prays that its appeal be allowed, and that citation

be issued as provided by law, and that a transcript

of the record and proceedings and documents upon

which said final decree was based, duly authenti-

cated, be sent to the United States Circuit Court of

Appeals for the Ninth Circuit under the rules of

said court in such cases made and provided.

Your petitioner further prays for an order fix-

ing the sum of security which plaintiff shall give

and furnish upon said appeal.

FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Attorneys for Plaintiff. [35]
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[Title of Court and Cause.]

ORDER ALLOWING APPEAL AND FIXING
AMOUNT OF BOND.

In the above-entitled suit, plaintiff having filed

its petition for an order allowing an appeal from

the final decree of this court, made and entered

in this court July 1, 1926, dismissing plaintiff's

bill of complaint against defendant, together with

assignments of error, now on motion of Frederick

S. Lyon, Leonard S. Lyon and Henry S. Rich-

mond, attorneys for plaintiff, it is

ORDERED that said appeal be and the same

is hereby allowed the plaintiff to the United

States Circuit Court of Appeals for the Ninth

Circuit from said final decree dismissing plaintiff's

said bill of complaint against defendant; and that

the amount of plaintiff's bond on said appeal be

fixed in the sum of Two Hundred Fifty ($250.00)

Dollars, conditioned that the plaintiff shall answer

all costs which may be adjudged against it if it fails

to sustain and make good its said appeal.

Dated July 21st, 1926.

PAUL J. Mccormick,
United States District Judge.

[Endorsed] : Filed Jul. 21, 1926. [36] ;
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[Title of Court and Cause.]

COST BOND ON APPEAL.

KNOW ALL MEN BY THESE PRESENTS:
That Fidelity & Calualty Company of New York
is held and firmly bound unto Hauser Packing Com-
pany, defendant in the above-named suit, in the

penal sum of Two Hundred Fifty ($250.00) Dol-

lars to be paid to said Hauser Packing Company,
its successors and assigns, for which payment well

and truly to be made the Fidelity & Casualty Com-
pany of New York, binds itself, its successors and
assigns firmly by these presents.

Sealed with its corporate seal and dated this 22d

day of July, 1926.

The condition of this obligation is such that

whereas John Morrell & Company, a corporation,

the plaintiff in the above-entitled suit is taking an

appeal to the United States Circuit Court of Ap-
peals for the Ninth Circuit to reverse a final de-

cree rendered and entered on July 1, 1926, by the

District Court of the United States for the South-

ern District of California, Southern Division, in

the above-entitled cause ordering, adjudging and
decreeing that plaintiff's bill of complaint therein

be dismissed as in said final decree set forth; and
Whereas, said District Court of the United

States [37] for the Southern District of Cali-

fornia, Southern Division, has fixed the amount
of plaintiff's bond on said appeal in the sum of

Two Hundred Fifty ($250) Dollars that plaintiff
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will well and truly pay to Hauser Packing Com-

pany, defendant, its successors and assigns, any

judgment for costs and disbursements which may
be entered against plaintiff in said cause.

NOW, THEREFORE, the condition of this obli-

gation is such that if the above-named plaintiff,

John Morrell & Company, shall prosecute its said

appeal and pay all necessary costs and disburse-

ments which may be adjudged against it if it fail

to make good its said appeal, then this obligation

shall be void ; otherwise to remain in full force and

effect.

THE FIDELITY & CASUALTY COM-
PANY OF NEW YORK.

By CECILIA STORY, (Seal)

Attorney.

State of California,

County of Los Angeles,—ss.

On this 22d day of July, in the year one thou-

sand nine hundred and twenty-six, before me, Paul

J. Emme, a notary public in and for the said County

of Los Angeles, residing therein, duly commissioned

and sworn, personally appeared Cecilia Story,

known to me to be the attorney of the Fidelity

and Casualty Company of New York, the cor-

poration that executed the within instrument, and

known to me to be the person who executed the

said instrument on behalf of the corporation therein

named and acknowledged to me that such corpora-

tion executed the same.
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(Testimony of T. Henry Foster.)

IN WITNESS WHEREOF, I have hereunto set

my hand and affixed my official seal in the County

of Los Angeles, the day and year in this certificate

first above written. [38]

[Seal] P. J. EMME,
Notary Public in and for the County of Los

Angeles, State of California.

Examined and recommended for approval as pro-

vided in Rule 28.

HENRY S. RICHMOND,
Attorney.

I hereby approve the foregoing bond.

Dated the 23d day of July, 1926.

PAUL J. Mccormick,
United States District Judge.

[Endorsed] : Filed Jul. 26, 1926. [39]

[Title of Court and Cause.]

STATEMENT OF EVIDENCE UNDER RULE
75. [40]

TESTIMONY OF T. HENRY FOSTER, FOR
PLAINTIFF.

T. HENRY FOSTER, a witness called on behalf

of plaintiff, testified as follows

:

My full name is T. Henry Foster; age, 51; my
occupation, President of John Morrell & Com-
pany, Ottumwa, Iowa. I have been with John
Morrell & Company, plaintiff herein, 33 years,

—
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(Testimony of T. Henry Foster.)

12 years as manager of said company, and 6 years

as president. The business was originally a Brit-

ish partnership, and was incorporated as a British

Limited Corporation in 1877, and known as John

Morrell & Company, Limited. In 1909 the British

Corporation sold its assets to John Morrell &
Company, a copartnership, located at Ottumwa,

Iowa, and to the Kittery Realty Company, a Maine

Corporation. In 1915 John Morrell & Company, a

copartnership, just mentioned, was dissolved and

the assets transferred to John Morrell & Company,

a corporation organized under the laws of the State

of Maine. John Morrell & Company, Limited, the

British corporation, was composed of my father,

Thomas D. Foster, Alfred Morrell, John H. Mor-

rell, William A. Vennables, George F. Morrell,

W. H. T. Foster, and myself, T. Henry Foster.

The ownership of the plaintiff corporation is prac-

tically the same as the old partnership, except

that the interest held by Thomas D. Foster, Al-

fred Morrell, and John H. Morrell, has since passed

to the heirs or held in trust by their respective

estates. As evidence of the transfers of the busi-

ness of John Morrell & Company, Ltd., to Kit-

tery Realty Company, a Maine corporation, and

from Kittery Realty Company to John Morrell

& Company, a copartnership, and from John Mor-

rell & Company, a copartnership, to John Morrell

& Company, the plaintiff herein, I hereby pro-

duce the original bill of sale of the assets of John

Morrell & Company, Ltd., to the Kittery Realty
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(Testimony of T. Henry Foster.)

Company, which instrument is dated the 23d day

of November, 1909. At the time of this transfer

I was a director of John Morrell & Company, Ltd.

This assignment . is [41] signed John Morrell &
Company, Ltd., by T. D. Foster, Chairman, and

John H. Morrell, W. H. T. Foster and T. D.

Foster, American Directors. I was personally ac-

quainted with all the parties who executed this in-

strument, and familiar with their handwriting. I

have seen them write their signatures, and I recog-

nize the signatures appearing at the end of the in-

strument as being the signatures of the parties they

purport to be.

(The transfer identified by the witness, from John

Morrell & Company, Ltd., to Kittery Realty Com-

pany, dated November 23, 1909, is offered in evi-

dence and marked Morrell's Exhibit No. 1.)

The stock of the Kittery Realty Company at the

time of the transfer mentioned above was held by

Alfred Morrell, George F. Morrell, William A. Ven-

nables, John H. Morrell, Thomas D. Foster, W.
H. T. Foster and T. Henry Foster, who are the

same persons who held the ownership in the stock

of John Morrell & Company, Ltd. I was familiar

in November, 1909, with the details of the trans-

action covered by the bill of sale which was exe-

cuted by John Morrell & Company, Ltd., to the

Kittery Realty Company. I recognize the paper

that I now have, as the original bill of sale of the

assets of the Kittery Realty Company to John Mor-

rell & Company, a copartnership. This instrument
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(Testimony of T. Henry Foster.)

was dated November 24, 1909, and signed Kitt^ery

Realty Company, by Thomas D. Foster, President.

The Kittery Realty Company was a concern en-

gaged in the business of holding real estate. The

charter of this corporation entitled them to deal in

the meat business. I know this to be a fact, be-

cause I have read a copy of the charter, which is in

my possession. I cannot say whether it is un-

usual for a realty company to engage in the meat

business. The Kittery Realty Company did not

pack or otherwise put up or sell or distribute meat.

I recognize the signature of my father, Thomas

D. Foster, appearing at the end of [42] the

bill of sale from John Morrell & Company to the

Kittery Realty Company, and the bill of sale from

the Kittery Realty Company to John Morrell &
Company, a copartnership; and the dates of such

instruments indicate that the Kittery Realty Com-

pany held an interest in the business for practically

one day.

(The transfer identified by the witness, from

said Kittery Realty Company to John Morrell &
Company, a copartnership, dated November 24,

1909, is offered in evidence as MorrelPs Exhibit

No. 2.)

(Defendant's counsel objected to the offer for

the reason that the Kittery Realty Company, as

shown by the testimony of the witness, did not

engage in the meat business and did not pack or

otherwise put up or sell or distribute meats; there-

fore, did not acquire any title, right of owner-
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(Testimony of T. Henry Foster.)

ship, in a meat trademark, subject to transfer in

any manner or form.)

The officers of the Kittery Eealty Company on

November 24, 1909, were John H. Morrell, W.
H. T. Foster, T. Henry Foster, and Thomas D.

Foster. All of these persons were officers of John

Morrell & Company, Ltd., at that time. All of

the persons mentioned in the answer above, with

the exception of Thomas D. Foster, became officers

of John Morrell & Company, the Maine corpora-

tion, plaintiff herein.

The document just handed me is the original

bill of sale of the assets of John Morrell & Com-
pany, a copartnership, to John Morrell & Com-
pany, a corporation organized under the laws of

the State of Maine, and plaintiff herein. This

instrument was executed on December 31, 1915,

and signed John Morrell & Co., copartnership, by

John H. Morrell, Chairman Pro. Tem. of its Com-
mittee of Management. I was a member of the

copartnership at the time of the execution of this

instrument, and familiar with the details of the

transactions leading up [43] to the execution of

said instrument. In fact, I personally handled

the transfer myself. John H. Morrell, who signed

the instrument as Chairman of John Morrell &
Company, a copartnership, is deceased. I was

familiar with the signature of John H. Morrell

on the date he executed that instrument, and iden-

tify the same as being his signature. John H.

Morrell, in executing this instrument, acted with



42 John Morrell & Company

(Testimony of T. Henry Foster.)

full authority and power vested in him by the other

members of John Morrell & Company.

(The instrument last identified by the witness

is offered in evidence, and marked Morrell's Ex-

hibit No. 3.)

John Morrell & Company were engaged, in the

year 1909, at Ottumwa, Iowa, in the meat packing

business. John Morrell & Company started the

business of meat packing in Ottumwa, Iowa, in

1877. It had been in continuous operation ever

since and up to the time that the copartnership

ceased to exist in 1915, at which time the busi-

ness was incorporated under the laws of the State

of Maine.

I first became connected with the business of

John Morrell & Company in 1894, at Ottumwa,

Iowa, and continued there until 1897. Then I

was in New York and Boston until January 1,

1901, when I returned to Ottumwa, Iowa, and

remained there until 1909. Then I moved to Sioux

Falls, South Dakota, returning to Ottumwa in

1912, and again became connected with the Ot-

tumwa plant of John Morrell & Company, where

I have remained ever since. I was with John

Morrell & Company at their Sioux Falls plant

from 1909 until 1912. John Morrell & Company,

the present corporation, and its predecessors, have

been during the period mentioned engaged in

slaughtering livestock and marketing packing-house

products, dealing in packing-house by-products, gro-

cery products, including butter, eggs, cheese and bi-
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ological products. Plaintiff, John Morrell & Com-
pany, maintains an establishment at Ottumwa, Iowa,

and Sioux Falls, [44] South Dakota, for carrying

on the manufacture and sale of its products. It

maintains branches for the distribution of its

products in Des Moines, Chicago, Philadelphia,

New York, Syracuse, Boston, Mobile, Memphis,

Pittsburgh, Detroit, Cleveland, Oakland, Fargo,

Duluth, St. Paul, Minneapolis, Aberdeen, South

Dakota, also Lincoln, Nebraska. In addition to

these branch houses, the plaintiff company main-

tains and makes route car distributions. This

route car distribution covers a large part of the

United States. In addition, the Company also

maintains sales agencies in various cities through-

out the United States. There are about 1,900 em-

ployees of the company at the Ottumwa plant, and

about 1,500 at the Sioux Falls plant. The terri-

tory covered by the distribution and sale of the

Company's products is practically the entire United

States, United Kingdom of Great Britain, Con-

tinental Europe, Porto Rico, Cuba, and Mexico.

In its business the Company employs between five

and six hundred refrigerator cars for the distribu-

tion of hams, bacons, lard and other products. I

have here in my possession two photographs show-

ing strings of Morrell's refrigerator cars, upon

which cars the following wording appears

:

''MorrelPs Pride Blacon."

^'Morreirs Pride Hams."

''Morrell's Pride Canned Meats.''
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(The two photographs produced by the witness

are attached together and introduced as one exhibit,

and marked Morrell's Exhibit No. 4.)

(Counsel for defendant objected to the introduc-

tion of Morrell's Exhibit 4, on the ground that the

photographs are incompetent and immaterial.)

The plaintiff company employs the trade marks

or brands of ''Pride Brand," ''Airship Brand," and

"Eureka Brand," in connection with the manufac-

ture and sale of its products. The annual busi-

ness done by the plaintiff company approximates

[45] seventy-five million dollars. The leading

trademark of the plaintiff is "Pride." To my
knowledge, the plaintiff and its predecessors in

business have employed its "Pride" brand in con-

nection with the manufacture, sale and distribution

of its meat products since 1894, being the date

that I came with the Company. I saw the "Pride"

label and brand being used in the packing-house

many years prior to my business connection with

the plaintiff company. The "Pride" brand has

been used or displayed by John Morrell & Com-

pany, the present corporation, and its predecessors,

in connection with the manufacture and sale of

meat products, by burning in the skin of the meat,

stenciled on boxes, and affixed to packages in the

shape of or by means of labels and similar desig-

nating marks. Approximately 75 per cent of the

entire business of John Morrell & Company, plain-

tiff herein, is put out and sold under the "Pride"

brand. The "Pride" brand is applied by the plain-
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tiff company to hams, bacon, lard, and canned

meats. The goods under this brand are known
in the trade and called for by the trade and con-

suming public by the name ''Pride."

(A certified copy of the certificate of the incor-

poration of John Morrell & Company, a Maine cor-

poration, plaintiff herein, is introduced into evidence

and marked ''Morrell's Exhibit No. 5.)

I am familiar with the stock-books and the record

books of John Morrell & Company, the plaintiff,

and its predecessors in business. The book just

handed me is the stock-book of John Morrell &
Company, Limited, containing the entries of the

inventories dated March 31, 1889. I find therein

an entry of ''Pride Bellies," dated March 31,1889.

The entry is in the handwriting of my father,

Thomas D. Foster. This stock-book which I have

just identified is one of the regular records of the

plaintiff. This book, with other records, was trans-

ferred in due course of business at the time of the

transfer of the [46] assets of the copartnership

to the Maine corporation. On page 56 of said

stock-book is an entry of March 31, 1889, "Iowa's

Pride Bacon." There are other references in the

stock-book: On October 26, 1889, entered as "B
Bacon, IP"; also October 31, 1891, an entry of

"I. P. B.Bacon," meaning Iowa's Pride breakfast

bacon; also on March 31, 1893, an entry of "22,000

ham labels, I. P," meaning Iowa's Pride.

(The pages of the stock-book from which the wit-

ness testified are offered in evidence, and it is
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agreed that photostatic copies may be made and in-

troduced in evidence as Morrell 's Exhibit No. 6,

with like force and effect as if the original books

were offered.)

Mr. WEIL.—The offer of the inventory dated

March 31, 1889, is objected to on the ground that it

is incompetent and immaterial, and does not show

that the word ^'Pride" is therein in any respect

whatsoever.

The WITNESS.—I produce price list of John

Morrell & Company, Ltd., of July 17, 1895, wherein

Pride Brand meats are listed and offered for

sale by John Morrell & Company, Ltd.

(The price list produced by the witness is of-

fered in evidence as Morrell's Exhibit No. 7).

I also have price list of John Morrell & Com-

pany, Ltd., March 22, 1897, which lists smoked

meats under Iowa's Pride brand.

(The price list dated 1897, identified by the wit-

ness, is offered in evidence as Morrell's Exhibit No.

8.)

I also have another price list issued by John

Morrell & Company, Ltd., August 10, 1899, in which

are listed smoked meats under the Iowa's Pride

brand. On the front of this 1899 price list are pic-

tured hams and bacon. The markings on a piece

of bacon read '^Morrell's Iowa's Pride," and on

one of the hams the wording '^Morrell's Iowa's

Pride." And I know of [47] my own personal

knowledge that John Morrell & Company, Ltd.,.
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marked, sold and shipped hams and bacon in 1899'

with the words ^^ Iowa's Pride."

(The price list dated 1899, last identified by the

witness, is offered in evidence and marked Morrell's

Exhibit No. 9.)

Mr. WEIL.—Objection to the offer of Exhibits

7, 8 and 9 is made, for the reason that the price

lists do not in any part show the word ^^ Pride"

alone, but show instead it to be an entirely different

brand, '^Iowa's Pride"; and it is therefore imma-

terial.

The WITNESS.—I produce herewith a red heart

label similar to the labels displayed on the front of

the price list dated 1899, Morrell's Exhibit 9.

(The label just produced by the witness is here

offered in evidence as Morrell's Exhibit No. 10.)

The COURT.—It will be a part of the last lot of

exhibits that were objected to, and an exception

noted.

The WITNESS.—I herewith produce a black

print of a label for California hams, Iowa's Pride,

printed in 1894 by the United States Printing and

Lithographing Company, of Cincinnatti, Ohio, I

received this print from the Lithographing Com-

pany of Cincinnati, Ohio, from their records.

(The black impression print referred to by the

witness is here offered in evidence as Morrell's Ex-

hibit No. 11.)

The WITNESS.—I produce herewith an impres-

sion of burning brand reading ^^ Morrell's Iowa's



48 John Morrell d Company

(Testimony of T. Henry Foster.)

Pride," used for burning the skins of hams and ba-

cons, as indicated on the price list printed 1899.

(The burning brand is here offered in evidence

as MorrelPs Exhibit No. 12.)

Mr. WEIL.—To which the same objection is

made. [48]

The COURT.—It will take the same course. The

same ruling.

Q'. Please state, if you know, how hams and ba-

cons branded or labeled ''Morrell's Iowa's Pride"

are called for by the trade and the consuming pub-

lic.

Mr. WEYL.—This is objected to as calling for

the conclusion of the witness; the prints themselves

being the best evidence. [49]

The WITNESS.—The meats branded MorrelPs

Iowa's Pride or Iowa's Pride or Morrell 's Pride

have usually been called for by the trade and re-

ferred to as '^ Pride hams and bacons," etc.

I herewith produce a copy of a file copy of a let-

ter dated November, 1917, written to Mr. R. C.

Smith, Ottumwa, Iowa, in which ^^ Pride" is used

in designating the brand of flitches of bacon.

(The carbon copy of the letter produced by the

witness is here offered in evidence as Morrell 's Ex-

hibit No. 13.)

Mr. WEIL.—That is objected to as incompetent,

irrelevant and immaterial, and hearsay.

The COURT.—Same ruling.

The WITNESS.—Exhibit No. 13 was dictated
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by R. D. Rodgers, assistant to tlie sales manager in

the Ottumwa territory, on November 8, 1917.

I have here three orders, which are, to the best of

my knowledge, three orders to John Morrell & Com-
pany, from customers. These orders bear dates

July 19, August 3, and August 11, 1921. One of

these orders specifies Pride hams; another Pride

dried beef ; and the other Pride skinned hams.

(The three orders are attached together as one

exhibit and marked Morrell's Exliibit No. 14.)

Mr. WEIL.—That is objected to as incompetent,

irrelevant and immaterial, and hearsay.

The COURT.—Same ruling.

The WITNESS.—It is the practice of the plain-

tiff company not to keep copies of its orders for

any great length of time, as it receives hundreds of

thousands of orders annually. I have here two

packages of orders, which are a few of the great

many that we received during the years 1920 and

1921. [50] I find among these many orders for

hams and bacons indicated under the name of

^^ Pride." The wording on the labels or on the

meats themselves which were sold under these or-

ders is the brand ''Morrell's Iowa's Pride." In

1921, to the best of my knowledge, it would be

''Morrell's Pride." During all the years that I

have been connected with the complainant, John

Morrell & Company, and its predecessors, its prod-

ucts were marked ''Iowa's Pride" or ''Morrell's

Iowa's Pride" or ''Morrell's Pride," and have been
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called for by the trade and by dealers and the re-

tail trade as Pride Brand.

(The two packages of orders identified by the

witness are attached together as one exhibit and in-

troduced in evidence as Morrell's Exhibit No. 15.)

Mr. WEIL.—I would like the record to show an

objection to that, upon the ground it is incompe-

tent, irrelevant and immaterial, the witness having

testified that the labeling on the goods sold pursu-

ant to such orders was in each instance either Mor-

rell's Pride or Iowa's Pride, and not the word

^^ Pride" alone.

The COURT.—Same ruling.

The WITNESS.—I produce certificate of regis-

tration 182,575, April 15, 1924, and state that John

Morrell & Company, the plaintiff, was the owner

of said registration at the date the present suit was

brought.

(The copies of registration No. 182,575, registered

by John Morrell & Company, the plaintiff, on April

15, 1924, is here offered in evidence as Morrell's Ex-

hibit No. 16, and and it is agreed that an uncerti-

fied copy may be used with like force and effect as

if a certified copy thereof was entered.)

The WITNESS.—I produce two photographs of

the plant of John Morrell & Company at Ottumwa,

Iowa. One is a view from [51] the air, and the

other is a view of one of the buildings of the plant

photographed from the ground.

(The two x)hotographs were attached together as
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one exhibit, and introduced in evidence as Morrell's

Exhibit No. 17.)

I visited Los Angeles in February and March,

1913, and again in March and April, 1920. On the

occasion of my visit to Los Angeles in 1913 I did

not observe any hams and bacons in the market in

Los Angeles bearing the name of Houser's Pride.

Prior to 1913, plaintiff's predecessors had on the

market in Los Angeles and in California hams and

bacons that were branded or labeled with the word
^^ Pride." I produce at this time private journal

of John Morrell & Company, Limited, the closing

hook for the year 1897, and covering the years 1893-

1909. The entry on page 118, dated March 31, 1898,

entitled Orr, expense $50.37, is an entry indicating

expenses incurred in comiection with the agency of

Cal M. Orr of Oakland, California, where John

Morrell & Company had an agency. The expense

accoiuit of March 31, 1898, would cover a period

from October 1, 1897, to March 31, 1898, inclusive.

During that period John Morrell & Company, Lim-

ited, were shipping hams and bacons from Ot-

tumwa, low^a, to California. These hams and ba-

con had wrappings or labels with the wording

^^ Morrell's Iowa's Pride." During all the time

since that date the plaintiff and its predecessors

have continued to ship hams and bacon into Cali-

fornia up to the present time, and these hams and

bacons have been marked during all of that time

'^Morrell's Iowa's Pride" or '^ Morrell's Pride."



52 John Morrell & Company

(Testimony of T. Henry Foster.)

I produce a letter dated July 23, 1902, addressed

to John Morrell & Company, from Orr & Breedlove.

This letter is in reference to a shipment of canned

goods to California. The letter-head shows the word-

ing '^Morreirs Iowa's Pride." Orr & Breedlove

were the agents for the company in California for

Pride hams and bacon. [52]

(The letter produced by the witness is here of-

fered in evidence as MorrelPs Exhibit No. 18.)

This letter. Exhibit 18, was received by the plain-

tiff company, in the regular course of business, on

July 28, 1902, according to the rubber stamp im-

pression appearing thereon. This letter was taken

from the regular files of the company. In 1906 Mr.

Foster Morrell was our agent in Los Angeles for

the sale and distribution of Pride hams and bacon,

and Mr. Frank L. Warner represented us in South-

ern California and in New Mexico at the same time.

I have here a scrap-book containing advertising

copy dated 1905, and on to 1906, in which appears

a copy of advertisements indicating the sale of

''Pride" hams and bacon and so forth in Califor-

nia.

(The two pages of scrap-book identified by the

witness are here offered in evidence as Morrell's

Exhibit No. 19.)

Mr. WEYL.—To this offer the objection is made

that the advertisements that have been referred to

by the witness show that the word ''Pride" alone

has not been used; that in each instance Iowa's

Pride or Morrell's Pride were used; and therefore
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that the evidence is incompetent, irrelevant and im-

material.

The COUET.—The Court will take note of that

when it comes to pass on it, but for the sake of the

record the objection is overruled and an exception

noted. In so far as not competent or material or

of importance, it will be ignored.

The WITNESS.—These advertisements refer to

California business, and also to Spokane and Seat-

tle. John Morrell & Company had branches in

both Spokane and Seattle in 1906. In 1920, during

my visit to Los Angeles, I observed ^^ Pride" hams

and bacon being offered for sale in Los Angeles by

the Hauser Packing Company, of Los Angeles, Cali-

fornia, the defendant herein. This was the first

knowledge that I or my company had that Hauser

Packing Company, the defendant, was placing hams

or [53] bacon on the market in California or

elsewhere under the name Pride brand or Hauser 's

Pride brand. I wrote to my company at Ottumwa

on April 13, 1920, and addressed it to Mr. McE.,

intended for T. G. McElroy, advertising manager

for John Morrell & Company at Ottumwa, Iowa.

On June 12, 1920, we wrote a letter to Hauser

Packing Company, calling their attention to the

fact that we held certificate of registration to Pride

trademark, and asking them to discontinue the use

of the same. The Hauser Packing Company re-

plied through their attorneys, Dockweiler & Finch,

of Los Angeles, on June 29, 1920. They replied ad-

vising that they would examine into the matter,
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and again on July 12, 1920, they wrote us that the

Hauser Packing Company declined to accede to our

request to discontinue the use of the word Pride

in connection with these products. In 1920 we ob-

tained one label each, such as the Hauser Packing

Company was using on bacon and ham. We wrote

to the Hauser Packing Company again 1922, ask-

ing them to advise us if the Hauser Packing Com-
pany still continued the use of the Pride brand.

During my visit to Los Angeles in 1920, I called at

the plant of the Hauser Packing Company and met

Mr. Hauser. I obtained the impression, from my
conversation with Mr. Hauser, that he was desir-

ous of quitting the meat packing business at that

time. I went with a real estate man to the plant

of the Hauser Packing Company, where I met a

Mr. Hauser. Mr. Hauser stated in my presence

that the business was small and that they might

consider selling out, and suggested that if John

Morrell & Company was looking for a place to do

business in Los Angeles it might be well for them

to make some arrangements with him. As I stated

before, I wrote again to the Hauser Packing Com-

pany in regard to its use of the Pride brand, and

on January 16, 1922, we received a reply from the

manager of our Los Angeles branch advising us that

the Pride brand was being used right along by the

Hauser Packing Company. [54]

(The Los Angeles correspondence referred to by

the witness, including letter of the witness to Mr.

McElroy ; the letter of John Morrell & Company to
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the Hauser Packing Company; the letter of John

Morrell & Company to its Los Angeles agent, and

the reply thereto; the two letters from Dockweiler

& Finch, attorneys for Hauser Packing Company,

and the two Pride bacon and Pride ham labels at-

tached to the letter of one R. E. L. Morrison of Los

Angeles, California, are attached together as one

exhibit, and introduced in evidence as Morrell's Ex-

hibit No. 20.)

(It is stipulated and agreed that photostatic

copies of the letters and labels constituting Exhibit

2^0 may be used in lieu of the originals, with the

same force and effect as though the originals were

offered.)

Q. Have you any evidence that the Hauser Pack-

ing Company, the defendant, during the period

from May, 1920, to the date of the bringing of this

suit, changed its brand or trademark from Pride

or Hauser 's Pride to Select or Hauser 's Select

Brand?

A. Yes, sir. I have here a copy of Leighton's

Magazine for July, 1924, published in San Fran-

cisco, California, on page 27 of which there appears

an advertisement for '^ Hauser 's Hams," '^Select

Mild Cured Hams," and ''Hauser 's Select Mild

Cured Bacon," and ''Hauser 's Select Sausage."

Mr. F. S. LYON.—We offer that in evidence as

Exhibit 22.

Mr. WEYL.—To which objection is made that it

is incompetent, irrelevant and immaterial and hear-

say.
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The COUET.—What is the object of this,

Mr. P. S. LYON.—The witness asserts that he

called upon them and they discontinued it, and that

is the reason why they did not bring the suit ear-

lier. It is immaterial to a great extent, except it

is historical.

Mr. WEYL.—If your Honor please, that is no

evidence that it was discontinued. [55]

The COUET.—No, I don't think so. The objec-

tion is sustained.

Mr. F. S. LYON.—If your Honor please, it may
be true that they may not have discontinued, but

after this man called upon them and then seeing

this advertisement may have made our people un-

derstand that they had discontinued it.

The COUET.—The objection is sustained.

Mr. F. S. LYON.—Note an exception.

Q. Did you receive any communication in regard

to this publication and this advertisement of the

Hauser Packing Company in Leighton's of July,

1924, and if so from whom and upon what date?

A. On July 18, 1924, we received a letter from

the manager of our Los Angeles, California, plant,

calling our attention to the Hauser advertisement

in Leighton's Magazine and stating that they had

not been able to get any information regarding

Hauser changing the name from ^^ Pride" to '^Se-

lect."

Mr. WEYL.—That is objected to as secondary

and hearsay.

The COUET.—Sustained.

I
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Mr. F. S. LYON.—Then, in 1924, they published

a notice, which notice is offered in evidence as

Plaintiff's Exhibit No. 23. It is a notice of the

registration of ^^ Pride" both in the United States

Patent Office and the State of California. It is of-

fered in evidence showing simply their assertion of

their rights.

Mr. WEYL.—That is objected to as incompetent,

irrelevant and immaterial.

The COURT.—Sustained. Where it is obviously

incompetent or immaterial, the Court has no hesi-

tancy in ruling it out altogether.

(The two copies of letters referred to by the wit-

ness, in connection with the 1924 Los Angeles cor-

respondence, are attached together as one exhibit,

and offered in evidence as MorrelPs Exhibit No.

21.) [56]

Mr. WEYL.—To which objection is made that it

is incompetent, irrelevant and immaterial, and hear-

say.

The COURT.—The objection is sustained.

(Page 27 of Leighton's July, 1924, issue is here

offered in evidence, containing an advertisement of

the Hauser Packing Company, as MorrelPs Ex-

hibit No. 22.)

Mr. WEYL.—To which objection is made that it

is incompetent, irrelevant and immaterial, and hear-

say.

The COURT.—Objection sustained. [57]

Mr. P. S. LYON.—Note an exception.

(Certificate of Registration No. 9827, dated May
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12, 1923, the California State registration of the

word ^'Pride" in the State of California, is offered

in evidence as MorrelPs Exhibit No. 24.)

Mr. WEIL.—That is objected to as irrelevant,

incompetent, and immaterial.

The COURT.—What is the object of this?

Mr. F. S. LYON.—This is a registration under

our California State statute, which shows another

muniment of title. The State of California pro-

vides for registration, and Hauser never even regis-

tered here.

The COURT.—What is the date of it?

Mr. F. S. LYON.—1924, I think.

Mr. WEIL.—It is 1923.

The COURT.—The objection will be overruled;

the usual ruling.

The WITNESS.—It has always been the policy

of John Morrell & Company to avoid litigation or

law suits of any kind and to settle differences of all

kind in a friendly, amicable manner, without re-

course to law, and this was the policy that we pur-

sued in dealing with the Hauser Packing Company.

I have here a wrapper that was mailed to us from

our Los Angeles branch. It was removed from a

side of Hauser Packing Company bacon. It is in

the identical condition now as it was when received

by our company. It was received about June, 1924.

(The wrapper identified by the witness is here

offered in evidence as Morrell's Exhibit No. 25.)

Mr. WEIL.—That is objected to upon the ground

it is incompetent, irrelevant and immaterial.
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The COURT.—The last objection is overruled as

the others
; [58] the same ruling is made.

The WITNESS.—I have here two skins, one off

of bacon and the other off of a ham. These skins

were received from our Los Angeles branch, June,

1924. Both skins are branded with a burning iron

^^ Hauser 's Pride." These skins were taken from
hams and bacon that was sold by the Hauser Pack-

ing Company, defendant herein.

(The two skins identified by the witness are here

offered in evidence as MorrelPs Exhibit No. 26.)

I produce two burning brand impressions em-

ployed by John Morrell & Company in branding ham
and bacon.

(This impression is here offered in evidence as

Morrell's Exhibit No. 27.)

I produce at this time two photographs received

in June, 1924, of a delivery truck of the Hauser

Packing Company of Los Angeles, California, show-

ing the word '^ Pride" in connection with the in-

scription thereon. The word ^^ Hauser" is sepa-

rated from the word '^ Pride" by a panel, upon

which there is other lettering, the word ^^ Pride"

being used in connection with the word ^^bacon"

which appears on the panel following the word

^' Pride."

(The two photographs are attached together as

one exhibit, and introduced in evidence as Morrell's

Exhibit 28.)

Cross-examination.

I am the same Thomas Henry Foster, who, as
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President of John Morrell & Company, signed the

application, serial No. 171588, on which our regis-

tration 182575 was obtained. At the time of the

registration of the word ''Pride" we were usin^

the word ''Pride" alone. The word "MorrelPs"

appears upon practically all our labels, but the

word "Pride," which is a trademark, was used by

itself. The word "Morrell's" indicated [59]

ship. Both the words " Morrell 's" and "Pride"

appear on the labels somewhere. The labels read

"Morrell's Pride." We used "Dakota's Pride" in

the State of South Dakota. We have not always

used some other word in connection with "Pride."

I have already testified we used the word "Pride"

alone.

Q. You have also stated that the word "Morrell's"

appeared upon the same label?

A. A great many things appear. The Govern-

ment's inspection. But the brand is "Pride."

Q. Well, Mr. Poster, that is a legal argument.

I am asking you the appearance of the label.

A. I have already told you.

Q. The word "Morrell's" or the word "Dakota"

—or "Dakota's," as I understand you now—al-

ways appeared upon the same labeling, above or

preceding the word "Pride"; is that correct?

A. Yes, sir. [60] We have run route cars for,

I suppose, twenty years. I don't know offhand.

We have within the past few years run route cars

in California. Five years ago, possibly, In stat-

ing that approximately 75 per cent of our business
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is under the Pride brand, I refer to our meat busi-

ness. We have by-products not included in that

statement. We do not handle flour, but we do
handle canned goods and articles of that kind. I

am not aware of the fact that there have been used

and registered in the United States Patent Office,

for flour alone, as brands, ''Pride of the Pacific,"

''Pride of Bermuda," "Pride of St. Louis," "Pride

of Montana," "Pride of Denver," "Pride of Colo-

rado," "Pride of the Rockies," "Pride of the Kit-

chen," "Pride of Richmond," "Pride of Niagara,'^

etc. I have not heard of "Daniel's Pride," "Daily

Pride," "Southern Pride," "Clinton Pride," "Is-

land Pride," or "Prairie Pride." I am not aware

there are various "Pride" brands used for prac-

tically every grade of food products, outside of

meats. We have been selling our "Morrell's Pride"

or "Iowa's Pride" in California since 1897. I fix

that date by the fact that that was the date on which

we sent Mr. Orr to Oakland, California, to sell our

products. We commenced selling in Los Angeles,

I think, in the year 1905, or 1906. Our records

show that we had a representative out there prior

to 1910. It has not come to my attention at any

time that in any instance purchasers of Hauser 's

Pride meats, when intending to buy ours, bought

Hauser 's Pride meats. [61]

Redirect Examination.

John Morrell & Company and its predecessors in

business have been shipping their products in re-

frigerator cars for about 35 years. Prior to 1897
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the predecessors of John Morrell & Company

shipped hams and bacon under the Pride brand to

California on mail orders. I now produce a stencil

impression of a stencil used by John Morrell &
Company for branding the boxes in which Pride

brand bacon is packed for shipment. I now pro-

duce an ink impression of a burning brand used

for burning the trademark Pride Brand onto the

skin of hams and bacon.

(The two sheets of paper reading ^^ Pride Brand,"

testified to by the witness, are attached together

as one exhibit, and introduced in evidence as Mor-

rell's Exhibit No. 29 and No. 29-A, respectively; the

box stencil being marked No. 29, and the burning

brand being marked No. 29-A.)

Recross-examination.

These last two exhibits, 29 and 29-A, are com-

plete in themselves, and no other word was used in

connection with them.

TESTIMONY OF GEORGE W. GRAY, FOR
PLAINTIFF.

GEORGE W. GRAY, a witness produced on be-

half of plaintiff, being first duly sworn, testified

as follows:

My name is George W. Gray. I reside at 1820

Military Avenue, Omaha, Nebraska; age 53; and

am a meat cutter by occupation. I have been in

the meat cutting business for 33 years, handling

both smoked and fresh meats. I am at present
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employed by Armand Peterson, of Omaha, Ne-

braska. During the past thirty or thirty-three years

I have handled all brands of smoked meats. Among
the brands handled by me are Amour's Star, Swift's

Premium, Morrell's Pride, Cudahy's Puritan, and

Morton & Gregson's Coupon. I have practically

all the time handled John Morrell & Company's

Pride ham and bacon. During the time that I have

[62] been engaged in the meat cutting business,

I have sold Morrell's Pride hams and bacon in

Omaha and Valley Junction, Iowa. I have always

been engaged in the retail trade. It has been my
experience and observation that when customers

were ordering Morrell's ham and bacon, they always

indicated those products by asking for Pride brand.

When salesmen for John Morrell & Company solic-

ited business, endeavoring to make sales of Mor-

rell's products, they would always want to know

how much Pride and how much Eureka brand bacon

and ham that I needed.

Cross-examination.

The hams and bacon that I have handled of John

Morrell & Company bore labels. Years ago they

were labeled ''Iowa's Pride." I don't know how

many years. When they changed the label, they

changed to ''Morrell's Pride." Years ago they

changed from Iowa's Pride to Morrell's Pride.

Just when this change was made, I cannot say. It

was a long time ago. I do not think it was over

twenty years ago that they dropped "Iowa's Pride, '^

it was not that long ago. It is a long time since
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I have seen Iowa's Pride brand. I have never han-

dled any Hauser's Pride, Southern Pride, Virginia

Pride, Arkansas Pride, or any Pride of Tennessee.

I have seen Arnold Bros. Pride, but I have not

handled it. I have seen markets handle it in Omaha.

It was boxed bacon, I think. That was several

years ago. I never handled any other Star Brand

than Armour's Star. I never handled any Southern

Star or Detroit Star or any other Star brand. I

don't think they are on this market. [63]

TESTIMONY OP WILLIAM JENKINS, FOR
PLAINTIFF.

WILLIAM JENKINS, a witness produced on

behalf of plaintiff, having been first duly sworn,

testified as follows:

My name is William Jenkins. I reside at Mystic^

Iowa. My occupation is merchant. I am 43 years

old. I have been engaged in the retail merchandis-

ing business for twenty-six years, and during that

time have handled hams and bacon. I handled hams

and bacon put up by John Morrell & Company, of

Ottumwa, Iowa, and have handled them ever since

we have been in business, for twenty-six years. The

brands of hams and bacon of John Morrell & Com-

pany that I have been handling for the past twenty-

six years are the Eureka, Airship, and the Pride.

The Pride brand of John Morrell & Company is in-

dicated on the goods by means of a label, and is also

stamped on the skins of the meats. When salesmen

for John Morrell & Company approach me to sell
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hams and bacon, they usually indicate the brand as

Pride, Eureka, and Airship. I always used the

Pride for the better bacon. In ordering these hams
and bacon from John Morrell & Company, we desig-

nate so many Eureka, and so many Pride. Our
customers generally, in calling for MorrelPs hams
and bacon, call for Pride. We didn't use anything

else but the Pride ham. We handled two or three

different kinds of bacon. [64]

Cross-examination.

Q. Do they call for ^^Morrell's Pride" or just

^' Pride" alone?

A. Mostly ^' Pride." They have been educated to

say that. That is what they generally call for.

Q. You do not use the term ^' Morrell 's" in con-

nection with it? A. I hardly ever. [65]

TESTIMONY OF J. E. HALL, FOR PLAIN-
TIFF.

J. E. HALL, a witness produced on behalf of

plaintiff, having been first duly sworn, testified as

follows

:

Direct Examination.

My name is Jacob E. Hall; age 59 years; reside

at Chariton, Iowa; occupation, a clerk in a general

merchandise store. I first went to work for John

Morrell & Company in the fall of 1887, and con-

tinued with that company, with the exception of

about two years, until 1906. In the spring of 1894

I left John Morrell & Company, and, to the best
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of my recollection, I returned in the spring of 1896.

About the year 1892, I became manager of jobbing

sales for John Morrell & Company, and continued

until 1894, After I returned to the company in

1896, my duties were working in the jobbing sales

department under Mr. McClelland, who was man-

ager of jobbing sales. While I was employed by

John Morrell & Company, I know of my own knowl-

edge that the company made shipment to California

of hams and bacon. The first, to the best of my
recollection, happened about the year 1900 or 1901.

The hams and bacon shipped to California by John

Morrell & Company were labeled Iowa's Pride or

Morrell's Iowa's Pride. My idea is that it was ex-

clusively ^'Morrell's Iowa's Pride." I am not cer-

tain that any other brands were shipped by the

company to California. I recall that during my
employment John Morrell & Company had an agent

by the name of Calvin M. Orr, and that Mr. Orr's

firm was known part of the time as Orr & Breedlove.

I remember that for four or five years prior to 1906

hams and bacons were shipped to Calvin M. Orr and

Orr & Breedlove. I remember also that John Mor-

rell & Company made shipments to Harry Bowen,

manager at Seattle, prior to 1906, but just when,

I am not positive. [66]
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TESTIMONY OP RICHARD N. MORRELL,
FOR PLAINTIFF.

RICHARD N. MORRELL, a witness produced
on behalf of plaintiff, having been first duly sworn,

testified as 'follows

:

My name is Richard N. Morrell. I was born Sep-

tember 8, 1856, and have been associated with John
Morrell & Company, the plaintiff, and its predeces-

sors in business, since September 8, 1875. I com-

menced selling goods for John Morrell & Company
in 1880, and continued until 1883, selling hams,

bacon and lard. I traveled out of Ottumwa, Iowa,

and covered all of Iowa, portions of Minnesota,

Missouri and Nebraska, and Illinois. John Mor-

rell & Company, Limited, in 1880, and during the

period from 1880 to 1885, used Pride brand and

Hawkeye brand in connection with the manufacture

and sale of hams and bacon. The leading brand

was pride. After 1885 I was bookkeeper for John

Morrell & Company, then afterwards auditor, and

later purchasing agent. To my own knowledge,

John Morrell & Company have continued selling

hams and bacon under the Pride brand to the pres-

ent time. John Morrell & Company and John Mor-

rell & Company, Limited, and its successors in busi-

ness, have used the name Pride in connection with

the manufacture and sale of hams and bacon, by

burning the ^rand in the skin of the meat, and by

labels on the outside which have the brand on the

package. The labels of the Pride brand reading

^^Morrell's Pride" and ^'Iowa's Pride'' was to desig-
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nate that the meat was from Iowa. In selling hams

and bacon to customers, it was my experience that

the customers, if they wanted the Pride brand,

they called for the Pride ; and if they wanted Haw-
keye brand, they called for Hawkeye. When I

would go into a store to sell goods to a customer,

if the customer wanted Pride, they specified Pride;

if the wanted Hawkeye, they specified Hawkeye.

This book that has been handed me is the journal

used for closing the books at closing period or stock-

taking time. This is in my handwriting. I closed

the [67] books as auditor. I had charge of the

books at closing time for John Morrell & Company.

At this time it would be John Morrell & Company,

Ltd., as the period covered by this book is July,

1893, to September, 1909. On page 118 of this

journal is an entry in my handwriting of the ex-

pense of Cal M. Orr, of Oakland, California. He
was selling agent for the company at that place.

The date of this entry is March 31, 1898. Mr. Orr's

name appears in this book in connection with the

closing up of his accounts, under the entries of

March 31, 1899, September 30, 1899, March 31, 1900,

March 31, 1909, all entries being in my handwriting.

(The book last identified by the witness, and

specially the pages referred to by the witness, being

pages 118 and 496, are here offered in evidence as

Morrell 's Exhibit No. 30.)

(It is stipulated that phototsat copies may be used

in lieu of the originals, with the same force and

effect as though the originals were used.) [68]
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TESTIMONY OP JOHN F. DENEPE, FOR
PLAINTIFF.

JOHN P. DENEPE, a witness produced on be-

half of plaintiff, having been first duly sworn, testi-

fied as follows:

Direct Examination.

My name is John P. Denefe ; 43 years of age ; resi-

dence, Ottumwa, Iowa; occupation. Assistant Su-

perintendent of John Morrell & Company. I have

been continuously in the employ of John Morrell &
Company since June, 1900. I had been employed

by them intermittently three or four years before

that during school vacation. My first employment

with the company was shipping clerk, and as such

shipping clerk know that hams and bacons were

shipped by John Morrell & Company in 1900 and

thereafter to California. I was connected with the

shipping department at that time, and I know we

have had a shipping connection with Orr at Oakland

ever since I have been employed there, and for some

time previous. I also know of one customer that

we used to ship to in Los Angeles, California. We
had a standing order for H. Jevne, located at Los

Angeles, California, The standing order, as I re-

call it, was for thirty pieces of Pride bacon weekly.

My knowledge of this standing order goes back to

1901 or 1902. At that time my duties were weigh-

man—weighing up orders of that kind. At the time

I was so engaged, this special order was on our

books. The reason that I am able to fix 1901 or
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1902 as tlie time that we made shipments of Pride

bacon to Jevne in Los Angeles is this: that we had

at that time two or three of those what we called

far away points. We had special instructions that

they must be given special attention in handling,

also that they be shipped on time. I was respon-

sible at that time in seeing that that order was

weighed up for shipment on the dates that it was

due to be shipped. The bacon that we shipped to

Jevne was indicated as Pride bacon, by being

branded on the skin, and also on the label; on the

parchment wrapper. [69]

Cross-examination.

The wording of the label, as I remember it, was

^'MorrelPs Iowa's Pride."

TESTIMONY OF JAMES M. MAJORS, FOR
PLAINTIFF.

JAMES M. MAJORS, a witness produced on be-

half of plaintiff, having been first duly sworn,

testified as follows:

Direct Examination.

I reside at Ottumwa, Iowa. Until a few months

ago I was engaged as a wholesale confectioner in

Ottumwa. Age 51 years. I was employed by John

Morrell & Company, of Ottumwa, Iowa, from Octo-

ber 18, 1892, until January 1, 1909. During part

of that time I was city salesman for the company.

Just the exact date I cannot say; but it was pre-

vious to 1897. I was also branch house manasrer
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for John Morrell & Company, beginning that em-

ployment in 1897, first at Minneapolis, then at Des

Moines, Iowa, and later at Memphis, Tennessee.

I was a branch manager for the company from

1897 to 1909 at these different place. During that

time I sold to proprietors of retail stores. In ap-

proaching retailers and offering hams and bacons

for sale, I refer to the hams and bacon by their

respective brands, of Pride bacon and hams, and

Eureka bacon and hams. Customers refer to the

brands as Pride bacon and Pride ham. In the

State of Iowa, ^'Iowa's Pride" was used some,

but in territories like Minneapolis, Des Moines,

and Memphis, is was very seldom used. The trade

used the word '^ Pride,'' and seemed to attach very

little significance to Iowa, as used i nthat brand. I

have at times had occasion to wait in retail stores

for an opportunity to make a sale to dealer, and

while doing so have observed that customers, in

purchasing Morrell's hams and bacon, usually re-

fer to MorrelPs products as '^Pride" bacon or

*' Pride" hams, or '^Eureka" bacon or ham, and so

on. I knew Cal Orr, and knew that he represented

John Morrell & Company at Oakland, California.

[70] I fix the date of his going to Oakland as

1897, because he was sent there the same year that

I went to Minneapolis as branch manager. We
left Otumwa, Iowa, about the same time.
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TESTIMONY OF MORGAN T. McCLELLAND,
FOR PLAINTIFF.

MORGAN T. McClelland, a witness pro-

duced on behalf of plaintiff, being first duly sworn,

testified as follows:

My name is Morgan T. McClelland; age 52; I

live at Ottumwa, Iowa, and am Treasurer and

Director of Sales of John Morrell & Company. I

have been connected with John Morrell & Company,

since 1891. The business, when I entered the em-

ploy of this company, was under the name of John

Morrell & Company, Limited. Later John Morrell

& Company, Limited, transferred the business to

Kittery Realty Company, and the Kittery Realty

Company transferred to John Morrell & Company,

a copartnership, and by the copartnership to the

present corporation, plaintiff herein. There was

not at any time any interruption in the conduct of

the business by reason of these transfers, the busi-

ness remaining at the same place, and the officers

of the company were substantially the same as in

the others. I have grown up with the business,

working in various departments—in the operating

department and through the office. For many
years I have been directly in charge of the sales

department. The records of the company were

largely destroyed by fire in 1893. Since that time

it has been our custom to destroy many of our rec-

ords after approximately five years. John Morrell

& Company and its predecessors in business have
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always used specific trademarks, and the principal

brand so used has been '^ Pride" brand. This

Pride brand has been employed by the company

and its predecessors in business by burning such

brand in the skin of meats, and by labels or wrap-

pers, as applied to hams and bacon. Orders com-

ing to John Morrell & Company for smoked meats,

such as ham and bacon, always specify Pride brand.

To show that I refer to the [71] orders. Exhibit

14 herein, which were received by mail from

various customers back in the summer period of

1921. Each order specifies Pride brand. The ter-

ritory covered by those orders was Iowa, Missouri,

Montana, Washington, New York, Connecticut,

Colorado and Kansas. These orders, Exhibit 14,

are but a few of the many orders received during

that period. I would consider them as representa-

tive orders. The orders prior to 1920 have been

destroyed in regular procedure of our business.

Pride band has been the leading brand for our best

quality products. We have various other brands

for our secondary products. I have had charge

of the correspondence of John Morrell & Company

and its predecessors regarding sales of ham and

bacon to their customers, and it was our practice,

in indicating brands used on hams and bacons in

quoting prices for the same to customers, to specify

by the brand name, such as Pride brand. On some

of the labels and in the skin brands, some of them

read Morrell's Iowa's Pride, and some Morrell's

Pride. It is the common practice of packers of
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ham and bacon to precede the trademark or brand

with their own name, such as Swift's Premium;

Sinclair 's Fidelity ; Morris ' Supreme ; Morrell 's

Pride; Cudahy's Puritan, etc. It is my under-

standing that the use of the word ^'Iowa's" by

John Morrell & Company was merely a descriptive

term. I am personally acquainted with Mr. Orr,

and know that he was the agent for the company in

Oakland, California, and know that we started

shipments to him in 1897. We also had customers

who quite regularly sent in mail orders from Cali-

fornia, and the brand indicated on these shipments

of hams and bacon to California, prior to 1897, was

the Pride brand, and the hams and bacon which

were shipped to Mr. Orr in 1897 were the Pride

brand. The shipments to California have been

made continuously from that time to date. Some

of these shipments have gone to Los Angeles, Cali-

fornia. John Morrell & Company at the [72]

present time are shipping approximately 200 cars

per year to California of its Pride brand of prod-

ucts, and this volume of business has been for ap-

proximately the last five years. John Morrell &
Company maintain branches at Spokane and Seat-

tle, and have resident salesmen at Portland, Ore-

gon. The branches were opened at Spokane and

Seattle about 1904. Prior to 1904, John Morrell

& Company received mail orders for hams and

bacon under the Pride brand from Washington

and Oregon, and the hams and bacon so shipped
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on said mail orders were marked under the Pride

brand.

Cross-examination.

Part of the time the hams and bacon were

marked '^MorrelPs Iowa's Pride," and part of the

time ^'MorrelPs Pride." Iowa is a geographical

term indicating a product made in Iowa. Morrell's

is used in the same customary way as Armour's,

Star or Swift's Premium. The word ^'Morrell's or

^^ Dakota's" or ^'Iowa's" has always been used

with it in the same sense that we use the w^ord

^^Morrell's" in offering other brands,—Morrell's

Pride, Morrell's Wapello, Morrell's Comet. [73]

TESTIMONY OF ROSCOE D. RODGERS, FOR
• PLAINTIFF.

ROSCOE D. RODGERS, a witness produced on

behalf of plaintiff, having been first duly sworn,

testified as follows:

My name is Roscoe D. Rodgers. I reside at 301

East Pennsylvania, Ottumwa, Iowa. Aged 49.

Occupation, Jobbing Sales Manager for John Mor-

rell & Company. I first entered the employ of

John Morrell & Company August 21, 1901, first as

stenographer, then transferred to the credit and

collection department, then to the sales department,

and have been in the sales department approxi-

mately eighteen years. My various duties have

brought me in contact with the salesmen of John

Morrell & Company and with the customers of
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said company, and also in direct contact with the

correspondence coming to said company. It has

been the regular practice or rule of the company to

destroy records after a certain period of time, this

period being comparatively short. The period de-

pends upon the nature of the records. During the

course of a year, John Morrell & Company have

thousands of customers, and naturally they receive

many orders and letters, and mail many invoices,

bills and letters. The carbon copy of a letter ad-

dressed to R. C. Smith, Ottumwa, Iowa, and signed

John Morrell & Company, dated November 8, 1917,

and marked Morrell's Exhibit No. 13, which I have

before me, was dictated by me. Similarly, I also

identify Exhibits Nos. 14 and 15. They are repre-

sentative of other numerous orders received by

John Morrell & Company ordering hams and ba-

cons. The brands designated in these orders are,

for instance. Pride hams. Airship bacon, Pride

bacon, Allrite brand bacon. It has been the gen-

eral custom of the trade and salesmen, when order-

ing, to specify the brands, for instance, Pride

brand of hams and bacon, or Wapello bacon. It is

the general custom to use the brand name ^' Pride"

for the first quality product. When I first entered

the employ of the company, it was making [74]

shipments of hams and bacon to California, to

Calvin Orr, and the company has continued to make
shipments of Pride ham and bacon to California

since 1901 to the present time.
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Cross-examination.

The complete label on Pride hams and bacon, the

wording in 1901, as I remember, was Morrell's

Iowa's Pride. I would say that ten years ago it

was Morrell's Iowa's Pride, and fifteen years ago

the same. In a majority of cases it was Morrell's

Pride or Morrell's Iowa's Pride.

TESTIMONY OF T. GEORGE McELROY, FOR
PLAINTIFF.

T. GEORGE McELROY, a witness produced on

behalf of plaintiff, having been first duly sworn,

testified as follows:

My full name is Thomas George McElroy; 50

years of age; reside at Ottumwa, Iowa; occupation,

advertising manager of John Morrell & Company.

I have been in the employ of the company since

1895, with an interval of six years, between 1903

and 1909, when I was away from Ottumwa part of

the time. I was first employed in the local ship-

ping department as shipping clerk, then in the

paymaster's department, then in the local shipping

department as foreman, and from 1899 to 1903 as

purchasing agent; and from 1909 to the present

date have been manager of the advertising depart-

ment, and also have had charge of the canning

department. My various duties with the company

have given me a knowledge of the brands and

trademarks that are employed by the company in

connection with the manufacture and sale of its
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packing-house products, such as smoked meats

lard, and other products. When I first came with

the company in 1895, the company was using as

trademarks or brands '^ Pride," ^^ Wapello,"

^^Dove," and ''Eureka." In 1915 the principal

brand of John [75] Morrell & Company was

Pride brand, which was used principally upon hams

and bacon. The company also uses the Pride

brand on lard, sliced bacon, chili con carne, corned

beef, and other products. I here produce a stencil

impression showing the manner of using ''Pride"

' brand in connection with the goods I have just men-

tioned.

(The stencil impressions produced by the witness,

17 in number, are attached together as one ex-

hibit and introduced in evidence as MorrelPs Ex-

hibit No. 31.)

Mr. WEYL.—That is objected to as incompetent,

irrelevant and immaterial, referring, as it does, to

the name "Morrell's Pride" and not to the word

"Pride" alone.

The COURT.—The Court has in mind your ob-

jection. It will be overruled and an exception may
be noted.

The WITNESS.—John Morrell & Company,

Limited, were using the word "Pride" as a trade-

mark on hams and bacon when I first went into its

employ in 1895, and the successors in business of

John Morrell & Company, Ltd., and the copartner-

ship, continued the manufacture and sale of hams

and bacon and used the Pride brand, Wapello,
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Eureka, and some others. The Pride brand was

used by John Morrell & Company and its predeces-

sors in connection with the packing and sale of

hams and bacon, by burning in the skin on each

piece; also used on printing and lithographing

labels and wrappers. I have a distinct recollection

of using ^^ Pride" skin brands and ^'Pride" labels

for their first grade meats. I also hold in my hand

certified copies of invoices from the United States

Printing & Lithographing Company covering pur-

chase of labels from them under date of April 13,

1894. This invoice has reference to furnishing

200,000 assorted meat labels, some of w^hich the

letter indicates were ^^ Pride" labels.

(The letter of the United States Printing &
Lithographing Company, with copies of invoices

attached, showing purchase of [76] labels by

John Morrell & Company, as referred to by the

witness, is here offered in evidence as Morrell's

Exhibit No. 32.)

My knowledge as to further purchases of labels

from the United States Printing & Lithographing

Company is limited only to the regular records in

our business, and to further information which we

obtained from the United States Printing & Litho-

graphing Company in their letter of November 9,

1922, to which the certified invoices were attached.

In 1899 I became purchasing agent for John Mor-

rell & Company, and I purchased labels and other

supplies. Amongst these labels were labels bear-

ing the Pride brand of John Morrell & Company
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for use on hams and bacon. These labels so pur-

chased were used on shipments of hams and bacon.

The advertising done by John Morrell & Company

in exploiting hams and bacons under its Pride

brand, has been principally through the medium

of display cards, calendars, labeled packages, bul-

letin boards, and to some extent in Good House-

keeping. Since 1909, exclusive of the use of the

lithographed labels, up to the present time, John

Morrell & Company have spent many hundreds of

thousands of dollars in advertising. The purpose

of such advertising has been to educate the public

to call for our first grade meat by brand name,

namely. Pride brand. I herewith produce a copy

of our ink stamp such as we use for skin branding

hams and bacon, etc., MorrelPs Exhibit No. 27. I

also produce a copy of our box stencil, which boxes

are used for shipping hams and bacon. This sten-

cil reads ^^Morrell's Pride Hams and Bacon."

(The impression on paper produced and identi-

fied by the witness as an impression of a stencil for

marking on the outside of boxes, is herewith of-

fered in evidence as Morrell's Exhibit No. 33.)

I herewith produce three labels showing the man-

ner in which John Morrell & Company uses its

^^ Pride" brand on labels [77] connection with

its packing and selling of its hams and bacon and

lard, as distinguished from stencil impressions.

(The three labels produced by the witness are

offered in evidence as Morrell's Exhibit No. 34.)

Mr. WEYL.—Objection is made to the introduc-
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tion of Exhibits 32, 33 and 34, on the ground that

the same are incompetent, irrelevant and imma-

terial, referring to the name ^'MorrelFs Pride,"

and not to the word ^^Pride" alone.

The COURT.—Yes; I will sustain that objection.

There is no use of accumulating such a mass. The

objection is sustained.

Mr. LYON.—Note an exception.

The WITNESS.—Our records show that our

customers designate our first grade of meats by the

use of the brand name Pride in their orders, and

our records also show that employees in the sales

department refer to Pride brand hams and bacons

in their correspondence as Pride brand, an not

^^ Iowa's" or ^^ Dakota's" Pride. In corroboration

of this last statement, I refer you to Morrell's Ex-

hibits Nos. 13, 14 and 15. My observation is that

it has been the custom of competitors and salesmen

of competitors, in referring to the hams and bacon

which John Morrell & Company sells under its

Pride brands, to refer to our first grade meats as

^^ Pride" brand hams and ^^ Pride" brand bacons.

I have before me a letter from E. Kahn's Sons'

Company, Cincinnati, Ohio, wherein they, in reply

to a communication from us complaining against

their use of '^ Pride" as a brand name for hams

and bacon, agree to discontinue the use of this

name on their products. I also have before me a

letter from the Illinois Meat Company, Chicago,

which is a reply to a letter from us complaining

relative to their use of the name ''Illinois Meat
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Company's Pride." This letter is dated Novem-

ber 21, 1922. I also have a letter, dated January

10, 1922, from the Albia [78] Packing Company,

Albia, Iowa, agreeing to discontinue the use of the

name ^^ Albia Pride." Also a letter from the Rapid

City Packing Company, of Rapid City, South

Dakota, in response to a communication from us

objecting to their use of ''Pride" as a part of

their brand name, and agreeing to withdraw their

application for registration of their brand name,

''Pride of the Hills." These letters I have taken

from our office files, where they have been since

their receipt by my company. They were received

on the dates appearing on the same.

(The correspondence produced by the witness is

attached together as one exhibit and introduced in

evidence as Morrell's Exhibit No. 35.)

Mr. WEYL.—That is objected to as incompetent,

irrelevant and immaterial.

The COURT.—Sustained.

Mr. LYON.—Note an exception.

The WITNESS.—John Morrell & Company, the

complainant herein, had an interference in the

United States Patent Office, No. 48,726, with the

application of Arnold Brothers, Incorporated, and

the registration of Becker Provision Company, and

the registration of V. W. Joiner, and the registra-

tion of Tennessee Packing and Stockyards Com-

pany. Arnold Brothers, Incorporated, sought to

register Arnold Brothers' Pride. The Becker

Provision Company, Arkansas Pride. V. W.
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Joiner, ^' Pride of Virginia." And the Tennessee

Packing & Stockyards Company, Tennessee Pride.

The Patent Office decided the interference in favor

of John Morrell & Company, and entered judgment

against Arnold Bros., Incorporated, and the other

parties to the interference.

(The certified copy of the decision of the Ex-

aminer of Interference at the United States Patent

Office, Interference No. 48,726, is here offered in

evidence as Morrell's Exhibit [79] No. 36.)

Mr. WEYL.—That is objected to as incompetent,

irrelevant and immaterial. The record shows on

its face no contest. It is a mere perfunctory trans-

action, and the mere fact there has been an adjudi-

cation in the Patent Office in interference is not

evidence in this court as to whether or not there is

an infringement.

The COURT.—Interference by whom? Your

people ?

Mr. WEYL.—No, your Honor.

The COURT.—I can't see that it is material.

Mr. WEYL.—They were not a party to the trans-

action at all.

The COURT.—It may be introduced. The ob-

jection will be overruled.

Mr. WEYL.—Note an exception.

The WITNESS.—The purpose of John Morrell

& Company in using the word ^^ Iowa's" or ^^ Da-

kota's" on the labels was that these words were

used as geographic names, merely for the purpose

of indicating the origin, ''Pride" being considered
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the outstanding and essential feature of the brand.

The words ^'Iowa's" and '^Dakota's" appear only

on meats produced in plants located in the respec-

tive states. I here produce a letter from Messrs.

G. A. Weigand & Company, written by G. A.

Weigand under date of December 11, 1922, ad-

dressed to John Morrell & Company, Ottumwa,

Iowa. The Mr. Thomas D. Foster mentioned in

that letter was the head of our business in Ot-

tumwa from 1877 to his death, in 1915. Mr. John

H. Morrell, mentioned in that letter, was vice-presi-

dent of John Morrell & Company prior to 1915, and

president thereafter to the time of his death, in

1921. Both Mr. Foster and Mr. Morrell made fre-

quent visits to New Orleans, as Messrs. G. A.

Weigand & Company were large sales agents of

ours there, having handled our products continu-

ously [80] since 1894. This letter was received

by the company December 14, 1922, and ever since

that time has been in the files of the advertising

department at Ottumwa, under my personal charge.

(The letter produced by the witness is here of-

fered in evidence as Morrell's Exhibit No. 37.)

Mr. WEYL.—That letter is objected to as sec-

ondary, and furthermore, it is incompetent and im-

material to the issues in this case.

The COURT.—Sustained.

Mr. LYON.—Note an exception. And an excep-

tion will be noted to each of the rulings which are

adverse to the plaintiff?

The COURT.—It may be.
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The WITNESS.—It is my positive conviction

that such similarity of brands would offer an ex-

cellent opportunity for a dealer to substitute meats

under the Hauser ^' Pride" brand for Morrel's

^^Pride" brand. I base this conviction upon re-

ports that are frequently sent in to this office, indi-

cating such substitution. Generally speaking, re-

tailers don't like to admit that they don't have a

particular article called for by the customer, and

many of them are ready to take advantage of an

opportunity to play on words or brand names and

substitute other products for the one which they

know the customer really wants. It is my obser-

vation that the customer doesn't remember all de-

tails of a brand name made up of more than one

word. They remember most clearly the outstand-

ing names or name ; and in the case of such brands

as ^^Hauser 's Pride," ^^Arnold Brothers' Pride,"

*^Arkansas Pride," '^Morrell's Pride," I question

whether the trade, or purchasing public, would be

able to recall the entire name. And I believe they

would be influenced by the outstanding presence of

the word ^^ Pride."

In 1906 I made a trip to the northwest portion

of the United States, stopping at Spokane and

Seattle and Oakland [81] amongst other cities

en route. At each of Spokane and Seattle I found

branches of John Morrell & Company in operation.

At Oakland, I found Calvin M. Orr doing an ex-

tensive business, making a specialty of Morrell 's

products. He featured our ^' Pride" brand meats.
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I now produce three notices from the Commis-
sioner of Patents that the certificates of registration

of Becker Provision Company for the name ^^Ar-

kansas Pride"; the registration of V. W. Joiner

for ^^ Pride of Virginia," and the registration of

Tennessee Packing & Stockyards Company for

^'Tennessee Pride/' as trademarks for ham and

bacon, have been cancelled.

(The three notices from the Commissioner of

Patents, just produced by the witness, are attached

together as one exhibit and offered in evidence as

Morrell's Exhibit No. 38.)

Mr. WEYL.—That is objected to as incompetent,

irrelevant and immaterial. The record shows on

its face no contest. It is a mere perfunctory trans-

action. The mere fact there has been an adjudica-

tion in the Patent Office in interference is not evi-

dence in this court as to whether or not there is an

infringement.

The COURT.—It may be introduced. The ob-

jection will be overruled.

Mr. WEYL.—Note an exception.

The WITNESS.—To my personal knowledge,

John Morrell & Company, Limited, was shipping

hams and bacons to California on or before 1899.

I base this statement upon the fact that I was em-

ployed in the shipping department prior to 1899,

and in 1899 I became purchasing agent for the com-

pany, and observed such shipments. John Morrell

& Company have a stencil for producing the impres-

sion reading ''Pride Brand Bacon," as shown on
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Exhibit No. 29, and a burning brand for produc-

ing the words ''Pride Brand," as shown on Exhibit

29-A. The stencil and [82] burning brand have

been used by John Morrell & Company in stamping

meats and bacon, and stenciling boxes for the ship-

ment of hams and bacon manufactured and sold by

the complainant. In the year 1924, John Morrell

& Company expended approximately $2,500.00 in ad-

vertising in a Los Angeles paper our ''Pride" prod-

licts, these advertisements making special mention

of our proprietorship of the "Pride" trademark

and our registration of that mark. The entire

United States has been covered by John Morrell &
Company in expenditures of hundreds of thousands

of dollars in advertising "Pride" hams and bacon.

Cross-examination.

Referring to Exhibit No. 21, that is the impres-

sion of the entire marking used upon boxes. I have

received information from our local representative

that persons have been misled into purchasing ham
and bacon put out by the Hauser Packing Com-

pany, believing it to be put out by our company.

I have no personal knowledge, however. [83]

TESTIMONY OF THOMAS POSTER MOR-
RELL, FOR PLAINTIFF.

THOMAS FOSTER MORRELL, a witness

called on behalf of plaintiff, being first duly sworn,

testified as follows:

My name is Thomas Foster Morrell ; age 40 ; busi-
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ness, clothing salesman for Emporium, and reside

in San Francisco, California. I was bom and

raised in Ottumwa, Iowa, and as a schoolboy worked

for John Morrell & Company during vacation time.

After I finished my education, I went to work for

the Company. In the latter part of 1905 I went to

Los Angeles as sales representative for John Mor-

rell & Company, selling their various products to

the trade. Products sold by me were mostly
^ ^ Pride '^ hams and bacons. I remember selling to

one concern on Pico Street. The man's name, as

I remember it, was Sydo. I was only a youngster

at that time, and Mr. Sydo tried to help me along.

I remained in the employ of John Morrell & Com-
pany until the first part of 1907. My duties while

in Los Angeles as a representative of the company

were to sell the products, and seeing that the prod-

ucts were delivered when received from Ottumwa;

and if a man was behind in his payments, I called

around to collect. Practically all of the products

that I sold in 1906 and 1907 in Los Angeles were

hams and bacon under the brand of ^^ Pride'' hams

or ^^I P" hams, or '^I P" bacon. There were three

different brands, as I remember, of hams and bacon,

and they were specified by the word—now the first

quality was known as ^' Pride," the second was

^^ Wapello," and the third ^^ Peacock," and it may
have been the second '^Peacock" and the third

^'Wapello," and the only thing that I sold or re-

member of selling the greater portion of was

^' Pride" hams or ^^I P" hams and bacons.
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Cross-examination.

I would go in to a man the first time and I would

try to sell him '^ Pride'' ham or ^^ Pride" bacon,

and then it would shorten up to where it was ''IP"
ham or ''I P" bacon. The only answer I can give

you is this: That I never sold any of the [84]

first quality meats of John Morrell & Co. that did

not have the w^ord ''Pride" on them; whether it

had "Iowa" or not I cannot answer. I do not re-

call when the brand was changed. I have not been

connected with the company in any way for some-

thing like sixteen years. There are lots of words

on the label besides "Pride." I recognize Plain-

tiff's Exhibit 10 as a label used by John Morrell &
Company, and that label is similar to the label used

by me at the time I was selling bacon in Los Ange-

les. As to the wording, I cannot be sure about it,

of course. Regarding Plaintiff's Exhibit 12, I can-

not remember whether just these three words were

branded or burned on the skins of the ham that I

sold in Los Angeles.

TESTIMONY OF CALVIN M. ORR, FOR
PLAINTIFF.

CALVIN M. ORR, a witness called on behalf of

plaintiff, being first duly sworn, testified as fol-

lows:

My name is Calvin M. Orr; age 58; reside at 428

Euclid Avenue, Oakland, California. My business

is wholesale provisions. Have resided in Oakland,
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California, for 29 years, and during all that time

have handled, among other products, John Morrell

& Company's products. I have known of John
Morrell & Company for 45 years, and at one time

was in their employ, approximately from 1881 to

1887. In 1881 I was employed in the packing de-

partment, in the general roustabout gang, for John
Morrell & Company. Then I was sent to Number
One Meat Market. I was cashier there for several

years. Then 1 went back to the packing house in

the office; was on the billing desk. I am not posi-

tive whether it was in 1887 or 1888 that I left John

Morrell & Company and went to work for the Mil-

waukee Railroad. I was with the Railroad Com-

pany a couple of years, and then I went down into

Missouri and went into business for myself. I

came to Oakland, California, in 1897, where I en-

gaged in the business of selling John Morrell &
Company's '^ Iowa's Pride" meats [85] on a

commission basis, and have continued to sell John

Morrell & Company's '^ Pride" meats up to date.

I sold such meats on a commission basis until 1913.

Since 1913 I have been purchasing the goods out-

right and reselling. Since 1897 to the present time,

I have sold John Morrell & Co/s products under

the brand ''Morrell's Iowa's Pride," until the time

the name w^as changed to ^'Morrell's Pride"; and I

have sold ^' Morrell 's Pride" since that time. I

have also handled ''Eureka" and ''Comet" brands.

Ninety per cent of the Morrell products we sell is

"Morrell's Pride" meats. The 'M?ride" brand is
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sold as their fancy ham or bacon, whichever it may
be. It has been my experience, in dealing with the

trade, that when a customer wants John Morrell &
Company's best grade of meats, he generally speci-

fies ''Pride." The word ''Iowa's" or "Morrell's

Iowa's" or " Morrell 's" is sometimes used; but in

the majority of cases it is not used in the ordering

of fancy ham and bacon. They ask for "Pride."

They know that they are talking about Morrell's

when they talk "Pride." During the period from

1897 up to the present time I have covered the en-

tire state with sales of Morrell's products, under the

different brands that I have mentioned. John Mor-

rell & Company have applied their marks to their

products sold by branding and by label. By
"branding" I mean burning into the skin of the

ham or bacon—what you would call a skin brand,

burn brand. I recognize Morrell's Exhibit No. 18

as a letter written on one of our letterheads. I am
acquainted with the signature to said letter, and

know that it is Mr. Breedlove's signature. Mr.

Breedlove was a partner of mine at the time this

letter was written. The letter was written in due

course of business. It has been the custom of my-

self and also the custom of the firm of Orr & Breed-

love to display on our letterhead advertising John

Morrell & Company's products. I have been ac-

quainted with Richard N. Morrell for 45 years. I

have known James M. Majors 35 years. I am also

acquainted with Morgan T. McClelland, and know

that he is sales manager—has charge of the sales
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department of John [86] Morrell & Company.

I am also acquainted with T. George McElroy, and
know that he is in charge of the advertising de-

partment of John Morrell & Company.

Cross-examination.

I have no advertising matter or literature refer-

ring to ^X^omet" brand, or the ^'Eureka" brand,

which I have mentioned in my testimony. I have

some labels of the ^'Eureka" brand hams. I now
hand you a label in the shape of a heart, with a yel-

low border.

Mr. WEYL.—I will offer it in evidence and ask

that it be marked Defendant's Exhibit '^A.'^

The WITNESS.—I commenced selling ''Mor-

relPs Iowa's Pride" products in California south

of Tehachapi around 1904 or 1905,—in Los Ange-

les and San Diego. One of the firms sold was Peter

Young and George Young, known as Young's Mar-

ket. I have a considerable amount of advertising

matter, calendars, labels and pictures supplied by

John Morrell & Company, which I use in connec-

tion with advertising the products of John Morrell

& Company.

Mr. F. S. LYON.—It is stipulated and agreed

in this case that the photostat copies of H. Hevne

& Company's catalogs of April, 1900, page 12,

Nos. 5 and 6 ; May, 1901, page 12, No. 7 ; June, 1900',

page 10, No. 8 ; and September 8, 1902, page 9, No. 9,

be introduced in evidence in the trial of this cause

with the same force and effect as the originals ; and
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that said catalogs were printed and published at

the times stated thereon by H. Jevne & Company,

wholesale and retail grocers of Los Angeles, Cali-

fornia; that the goods mentioned or shown on the

said pages of said catalogs were carried in stock

by the said firm of H. Jevne & Company, and sold

and offered for sale in Los Angeles, California, at

said times.

I will ask that these five catalogs, numbered 5, 6,

7, 8 and 9, referred to in the stipulation, and the

pages attached, [87] be received in evidence as

Morreirs Exhibits 42, 43, 44, 45 and 46.

The COURT.—These goods were sold during

what time?

Mr. LYON.—The first sale that is shown is April,

1900, by these catalogs.

The COURT.—And to when.

Mr. LYON.—The stipulation does not show con-

tinuity. This is just for the purpose of showing

the sales, and for the Court's information the list-

ing. While it is not exactly identical each time

with regard to Morrell, it is ^'Morrell's Pride of

Iowa" or listed as ''MorrelPs Iowa's Pride."

Q. I call your attention to a number of calendars

and pictures and posters in the office here where this

deposition is being taken, and I will ask you if you

recognize them? A. I do.

Q. Calling your attention to one that is directly

in, front of you on the west wall of this office, will

you just read into the record what is on the first

line at the top of that poster ?
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A. '^MorrelPs Pride.''

Q: And that's all on one line?

A. All on one line.

Q'. And there is a long line drawn under those

two words, passing back of the hair of a girl pic-

tured on that poster? A. Yes, sir.

Ql And on the left-hand lower corner of that

there is a figure of a wrapped ham, is there not?

A. Yes, sir.

Q. And will you just read the first line on the red

heart that is on that figure of a ham?
A. ''Morrell's Pride."

Q. Now, on the right-hand side there is a figure

of a [88] wrapped bacon, is there not?

A. Yes, sir.

Q. There is a heart in the middle of that, is there

not? A. Yes, sir.

Q. A red heart ?

A. Yes, sir; and a boy with a basket.

Q. Will you read the first words that are at the

top of that heart on that bacon?

A. ''Morrell'^ Pride."

Q. The '' Morrell 's Pride" is all on one line?

A. Yes, sir.

Q. And with that long line drawn completely

across and underneath those two words?

A. Yes, sir.

Q. Now, will you look at any other figure on that

poster where the same words are found—is there

another? A. There's a sliced bacon.

Q. Well, is there a heart on that sliced bacon?
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A. Yes, a boy on the heart with a basket on his

arm.

Q. Do the same words appear on that, in the same
manner? A. The same.

Q. Now, I call your attention to a fancy advertise-

ment in the northeast corner of this office where

this deposition is being taken ; will you just state in

your own words what that is called?

A. It says ^^ Specify MorrelFs Pride"

—

Q. No, what is that object called—^what class of

advertising is it—is it a poster or what is it called?

A. No, that's not a poster, that's a display card.

Q. Display card. A. Yes.

Q. Now, does that display card show any brand

thereon? [89]

A. You have reference to the one sitting up on

the filing cabinet?

Q. On the top of the filing cabinet, yes, sir.

A. Yes, it says, ^^ Specify Morrell's Pride." It

has a ham on one side and a bacon on the other.

Q. A ham on one side and bacon on the other, and

the figure of the ham has a heart on it, as testified

to, and the figure of the bacon on the other side has

a heart on it ? A. Yes, sir.

Q. And in between those two figures of the ham

and the bacon, just read the words—there are some

words in red letters, are there not—in large red

letters ?

A. Yes; ^^ Specify MorrelPs Pride. Be Satis-

fied."

Q. And the words '^Morrell's Pride" are all on



96 John Morrell & Company

(Testimony of Calvin M. Orr.)

one line running diagonally upwards from the lower

end to the top

—

Mr. EICHMOND.—From left to right.

Mr. WEYL.—From left to right?

A. Yes, sir.

Q'. And there is a long red line drawn under the

two words? A. Yes, sir.

Q. And that line is similar—the letters in ^^Mor-

rell's Pride" and the line drawn thereunder is

similar to the lettering and the line appearing on

the heart which you have described and which is

on the label of the hams and the bacons, is it not?

A. Yes, sir.

Q. Except as to color ?

Mr. EICHMOND.—This one is white and that

one is red.

Mr. WEYL.—Yes. Q. Now, referring to a calen-

dar on the east wall. Will you state whether or not

that is a form of advertising used by the plaintiff ?

A. It is.

Q. And will you read the first words at the top of

the [90] calendar into the record?

A. ^'Specify Morrell 's Pride. Mother's Favor-

ite."

Q. Yes, and the words ^^ Morrell 's Pride" are, in

so far as the form of the lettering is concerned,

exactly in the same form as the words '^Morrell's

Pride" on the heart used on the label of the hams

and the bacons, is it not?

A. Exactly as it appears on the

—
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Q. And has exactly the same kind of a line drawn
from right to left from the letter ''e'' in ^' Pride,"

completely undex those two words; is that right?

A. Yes, sir.

Q. Now, have you at any time ever sold any of

the plaintiff's products which were either stamped

with the word ''Pride" alone, on hams or bacons,

either on the skins or on the labels ?

A. Not to my knowledge.

(Plaintiff rests.)

TESTIMONY OF FRANK N. HAUSER, FOR
DEFENDANT.

FRANK N. HAUSER, called as a witness on

behalf of the defendant, being duly sworn, testified

as follows:

I reside at Los Angeles, California, and an an

officer of the Hauser Packing Company, defendant

herein.

Mr. WEYL.—Will it be stipulated, Mr. Lyon,

that the Hauser Packing Company, a corporation,

was incorporated in 1904 ; I so state that it was and

have a copy of the articles.

Mr. LYON.—Yes; so stipulated.

The WITNESS. — I started work originally

around 1900 for Julius Hauser, who was then con-

ducting the business. In 1904 the company was

incorporated as the Hauser Packing Company.

Julius Hauser was engaged in business in the State

of California for fifty years, and in Los Angeles
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45 years, before the [91] incorporation of Hauser

Packing Company. The business of the Hauser

Packing Company was from its inception the meat

business, then slaughtering, and since 1904 it has

operated as a packer. In 1907, after considerable

thought, Hauser Packing Company adopted

^^ Hauser 's Pride'' for its best grade of products.

This was done at a meeting of the board of direc-

tors, attended principally by my brothers and the

superintendent. By my brothers, I mean E. C.

Hauser, H. J. Hauser, and L. A. Hauser, who were

all connected with the business at that time. We
cautiously tried to select a name that no one else

had, that is, to the best of our knowledge, and each

one of us made suggestions as to a name, and one

of them was '' Hauser 's Pride," indicating that it

was our first grade and the pride of our smoked

meats that we produced. At that time I had no

knowledge that ''Morrell's Iowa's Pride" was

known on the market in Los Angeles. Since 1907

we have expended close to $100,000.00 in advertising

our products. Our leading brand was ^^ Hauser 's

Pride." We do not feature any of the rest of the

brands, as they are second and third brands. The

pamphlet that I have was printed in 1907, and was

prepared by Kingsley-Mason.

(The pamphlet just identified by the witness is

offered in evidence as Defendant's Exhibit 47.)

The large scrap-book that I have in my hand

is a book for the filing of all our labels of dif-

ferent products. On the first page is a paper
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bearing the words ''Hauser 's Pride, Ins. & Psd.

Est. 120." That is our brand for Hauser 's Pride

hams and bacon. The next one, directly under-

neath the one just mentioned, bearing the words

'' Hauser 's Pride," is a burning brand, and the

one directly under that is also a burning brand

bearing the name ^' Hauser 's Pride." The rubber

stamp on the first paper that I have just men-

tioned, reading ^^Bureau of Animal Industry,

March 21, 1916, Approved," etc., is the stamp of

approval by [92] the Department of Agricul-

ture at Washington, D. C, that it is necessary to

obtain before we were able to use any stamp on

any particular goods. This curved paper, bear-

ing the words in violet ink, ^^ Hauser 's Pride,"

and on the reverse side the stamp ^^Approved, Bu-

reau of Animal Industry, June 12, 1913, F. M.,"

and so on, is a rubber stamp that was used pre-

vious to the time that we began using a burning

stamp. It was an ink stamp which it was neces-

sary to get approved in a like manner as the burn-

ing brand. On page 12 of this same book is a blue

label with the white words ^^Hauser 's Pride" and

so forth on it, and on the back the rubber stamp

^^Approved, Bureau of Animal Industry, June 12,

1913, P. W. M." This was one of the labels that

was used by the Hauser Packing Company at the

date the rubber stamp bears. Eeferring to an-

other label on the lower right-hand corner of page

12, ^^Hauser 's Pride Bacon," and another one below

that, '' Hauser 's Pride Ham," bearing the rubber



100 John Morrell d Company

(Testimony of Frank N. Hanser.)

stamp dated June 19, 1918, those were labels used

generally at that time by the Hauser Packing Com-

pany.

(The prints and labels just identified by the wit-

ness are introduced in evidence and marked Defend-

ant 's Exhibit No. 48.)

I have here also an advertising pennant which

Hauser Packing Company used at food shows and

demonstrations and for advertising in retail mar-

kets. It is a green felt pennant, with the words

^^Hauser 's Pride" printed thereon, and a ticket

bearing a rubber stamp, ^^ Approved, Bureau of

Animal Industry, September 25, 1914, F. W. M.,

53." These pennants were used very extensively

by Hauser Packing Company, and altogether some

50,000 of them were used.

(The pennant last referred to by the witness is

introduced in evidence as Defendant's Exhibit

49.)

This pennant was used in connection with adver-

tising Hauser 's Pride brands of hams and bacon,

and for a period of about two years. The pamph-

lets marked Defendant's Exhibit 47 [93] were

mailed to the trade and to individuals for the pur-

pose of advertising, and these were mailed out

quite extensively, and the number would run into

the thousands. The general business of Hauser

Packing Company since 1907 has been between

six and seven million annually.

Mr. WEYL.—Q. What portion, approximately,
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if you know, has been the business of Hauser 's

Pride hams and bacons?

Mr. LYON.—^We object to that on the ground

it is incompetent and no foundation laid, the wit-

ness not having qualified to answer the question.

The COUET.—Overruled.

Mr. LYON.—An exception.

The WITNESS.—I wouldn't want to make a

statement. I wouldn't be certain enough. The

Hauser Packing Company engaged in business in

other places than in Los Angeles, California, prin-

cipally in Southern California, and some in North-

ern California. We did during that time ship into

Arizona and New Mexico.

TESTIMONY OF MARSHALL S. ANDERSON,
FOR DEFENDANT.

MARSHALL S. ANDERSON, called as a wit-

ness on behalf of the defendant, being duly sworn,

testified as follows:

I live at 1175 Victoria Avenue, Los Angeles,

California. I am auditor of the Hauser Packing

Company, and have been connected with that com-

pany since 1905. When I first became connected

with the Hauser Packing Company, it was not

at that time using Hauser 's Pride in connection

with any of its goods. Hauser Packing Company

did not use Hauser 's Pride in connection with any

of its goods for approximately two years after

I went with them. The organization wanted to
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classify their smoked meats, and in order to do so

they picked out the choice cuts and looked for a

name for the choice cuts, and they decided on

Hauser's Pride as being the name to be used. Re-

ferring to [94] Referring to Defendant's Ex-

hibit 47, I first saw this pamphlet in either the

latter part of 1906 or the early part of 1907. I

was detailed to work with the photographers and

the printer to get out the pamphlet. I prepared

the pamphlet, and after it had been printed mailed

copies to the trade, and gave them to solicitors to

give to the trade, and mailed out copies generally

for advertising purposes. I don't remember the

exact number of these pamphlets, but there were

several thousands. From time to time the Hauser

Packing Company have advertised in other ways,

other than in the form of the pamphlet, its hams

and bacon as Hauser's Pride. They have adver-

tised in newspapers, with pennants, and in street-

cars, and by demonstration. By demonstration, I

mean at shows, probably having booths and having

a man there to demonstrate and give away samples

of the hams and bacon, and exhibiting the banners.

I now produce a card which was used in street-cars,

and also given to the trade by salesmen.

(The card just identified by the Avitness is intro-

duced in evidence as Defendant's Exhibit No. 50.)

I do not recall how many of these cards were

printed. There must have been quite a number, be-

cause they were used for the street-car advertising

and also for every salesman to take out and dis-
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tribute amongst the trade. I now produce a yellow

booklet with the cover ''Children's Prize Color Con-

test/' and so forth, which was a form of advertis-

ing used by the Hauser Packing Company. I

don't know how many of these were used.

(The booklet just identified by the witness is in-

troduced in evidence as Defendant's Exhibit No.

51.)

The name Hauser 's Pride was made known to

the public on the hams and bacon originally by the

label, and the names were also burned on the skins.

From the time Hauser Packing Company used

the words '' Hauser 's Pride" in connection with

its goods, its business ran up to seven million an-

nually. I am unable to [95] answer how much

has been expended by Hauser Packing Company

in advertising its goods bearing the brand Hauser 's

Pride. At the time that I prepared and issued

the pamphlet. Defendant's Exhibit 47, I was ac-

quainted only in a general way with the market

in and around Southern California respecting hams

and bacon. I knew of different brands that were

on the market, but I didn't know of Morrell's

Iowa's Pride or Morrell's Pride being on the

market in Los Angeles at that time. I had never

seen any of Morrell's Iowa's Pride hams or bacon

on the market at that time.

Cross-examination.

I know that John Morrell & Company have a

branch place of business in Los Angeles, Cali-
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fornia. I have never seen personally one of their

packages of Pride hams or bacon. H. Jevne were

the leading wholesale and retail grocers in Los

Angeles in 1905. I was not familiar with the

brands of hams and bacon that H. Jevne carried

at that time. Another one of the prominent re-

tailers and partial wholesalers at that time was

Newberry's in Los Angeles. I did not inquire

what brands of ham Newberry's were carrying at

that time. I did not ascertain whether they were

carrying Morrell's Pride Ham and bacon. Young

Brothers were in business at that time in Los

Angeles and had a retail store on one of the prin-

cipal streets. I did not inquire what brands they

were carrying. I don't know whether any of the

Hauser's inquired or not.

Mr. WEYL.—If your Honor please, I now de-

sire to offer in evidence a copy of a trademark

registered June 1, 1897, by John Morrell & Co.,

Limited, on ham, bacon, and shoulders. No. 30,120.

Mr. LYON.—That is objected to as immaterial

and not the registration sued on. [96]

The COURT.—It will be received.

Mr. LYON.—We reserve an exception.

Mr. WEYL.—I now offer in evidence a copy of

United States Patent Office statement and declara-

tion of John Morrell & Co., of Ottumwa, Iowa, of

trademark for breakfast bacon, No. 128,795, regis-

tered January 13, 1920, showing the words, ^^Mor-

rell 's Pride" in a certain design, and ask that it

be marked as Defendant's Exhibit 53.
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Mr. LYON.—The same objection.

The COUET.—A like ruling.

Mr. LYON.—An exception.

Mr. WEYL.—I now offer in evidence also a

declaration and statement in the United States

Patent Office of John Morrell & Company, of Ot-

tumwa, Iowa, of a trademark for certain named

meat products. No. 113,776, registered October 31,

1916, claiming Dakota's Pride Brand, as Defend-

ant's Exhibit 54.

Mr. LYON.—The same objection.

The COURT.—A like ruling.

Mr. LYON.—An exception. [97]

The foregoing statement of evidence is hereby

approved this 13th day of August, 1926.

MASON, FENWICK & LAWRENCE,
FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Attorneys for Plaintiff.

BERTIN A. WEYL,
DOCKWEILER, DOCKWEILER &

FINCH,
Attorneys for Defendant.

The foregoing statement of evidence in said cause

is hereby approved this 13th day of August, 1926.

PAUL J. McCORMICK,
District Judge.

[Endorsed] : Filed Aug. 13, 1926. [98] ;
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[Title of Court and Cause.]

STIPULATION AND ORDER FOR FORWARD-
ING ORIGINAL EXHIBITS TO CLERK
OF UNITED STATES CIRCUIT COURT
OF APPEALS FOR THE NINTH CIRCUIT.

IT IS HEEBY STIPULATED by and between

the parties hereto by their respective attorneys that

all original exhibits filed and of record in this

cause shall be transmitted with the certified tran-

script of record on appeal to the United States

Circuit Court of Appeals for the Ninth Circuit

for use on and as a part of the record on plain-

tiff's appeal in said cause from the final decree

therein.

FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Attorneys for Plaintiff.

BERTIN A. WEYL,
DOCKWEILER, DOCKWEILER & FINCH,

Attorneys for Defendant.

The foregoing stipulation is approved and it is

ordered accordingly.

McCORMICK,
District Judge.

[Endorsed] : Filed July 27, 1926. [99]
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[Title of Court and Cause.]

PRAECIPE FOR TRANSCRIPT OP RECORD.

To the Clerk of said Court:

Please prepare and certify to the Clerk of the

United States Circuit Court of Appeals for the

Ninth Circuit, copies of the following, the same to

constitute the transcript on appeal to said United

States Circuit Court of Appeals for the Ninth Cir-

cuit, on plaintiff's appeal from the Final Decree of

July 1st, 1926, in this cause, to wit:

1. Bill of complaint.

2. Answer.

3. Plaintiff's replication to defendant's coun-

terclaim.

4. Memorandum decision filed by Judge Bour-

quin herein dated June 4, 1926.

5. Final decree dated July 1st, 1926.

6. Petition for order allowing appeal.

7. Assignments of error.

8. Order allowing appeal.

9. Bond on appeal.

10. Statement of evidence under Rule 75.

11. Stipulation as to forwarding original ex-

hibits and order thereon.

12. This praecipe.

FREDERICK S. LYON,
LEONARD S. LYON,
HENRY S. RICHMOND,

Solicitors for Plaintiff-Appellant.
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Eeceived a copy of the foregoing praecipe this

23d day of July, 1926.

BERTIN A. WEYL,
Attorney for Defendant. [100]

[Endorsed] : Piled Jul. 27, n26. [101]

CERTIFICATE OF CLERK U. S. DISTRICT
COURT TO TRANSCRIPT OF RECORD.

I, Chas. N. Williams, Clerk of the District Court,

of the United States, in and for the Southern

District of California, do hereby certify the fore-

going one hundred two (102) typewritten pages,

numbered from 1 to 102 inclusive, and comprised

in one (1) volume, to be a full, true and correct

copy of the citation, bill of complaint, answer to

bill of complaint, replication to defendant's counter-

claim, decision and memorandum opinion of the

court, decree, assignments of error, petition for and

order allowing appeal, cost bond on appeal, state-

ment of evidence, stipulation and order for for-

warding original exhibits to Clerk of the U. S.

Circuit Court of Appeals for the Ninth Circuit,

praecipe for transcript on appeal in the above

and therein entitled cause, and that the same con-

stitute the record in said cause as specified in the

said praecipe for transcript on appeal, filed in my
office on behalf of the appellant by his solicitors

of record.
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I do further certify that the cost of the fore-

going record is $29.30, the amount whereof has been

paid me by the appellant in said cause.

IN TESTIMONY WHEREOF, I have hereunto

set my hand and affi^^ed the seal of the District

Court of the United Siiates of America, in and for

the Southern District of Caxifornia, Southern Divi-

sion, this 14th day of August, in the year of our

Lord one thousand nine hundred and twenty-six,

and of our Independence the one hundred and fifty-

first.

[Seal] CHAS. N. WILLIAMS,
Clerk.

By R. S. Zimmerman,

Deputy Clerk. [102]

[Endorsed] : No. 4942. United States Circuit

Court of Appeals for the Ninth Circuit. John Mor-

rell & Company, a Corporation, Appellant, vs. Hau-
ser Packing Company, a Corporation, Appellee.

Transcript of Record. Upon Appeal from the

United States District Court for the Southern

District of California, Southern Division.

Filed August 17, 1926.

F. D. MONCKTON,
Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.

By Paul P. O'Brien,

Deputy Clerk.
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No. 4942.

IN THE

United States

Circuit Court of Appeals,

FOR THE NINTH CIRCUIT.

John Morrell & Company, a corpora-

tion,

Plaintiff-A ppellant,

vs.

Hauser Packing Company, a corpora-

tion.

Defendant-Appellee,

APPELLANT'S BRIEF.

This is an appeal by plaintiff from a final decree dis-

missing plaintiff's bill of complaint.

The case was heard and determined by His Honor,

Judge Borquin, sitting in the Southern District of Cali-

fornia by special appointment.

Herein the parties will be referred to as '^plaintiff"

and "defendant" as in the court below.

The suit is one for a permanent injunction and for an

accounting of profits and damages arising out of in-

fringement of a trademark.

Both plaintiff and defendant assert themselves to be

the owners and entitled to the exclusive use of the

trademark "Pride" for hams and bacon. The District
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Court dismissed both plaintiff's bill of complaint and

defendant's counter-claim.

Such dismissal was based upon a finding opposed to

the issues raised by the pleadings and opposed to the

facts pleaded.

Plaintiff asserts prior adoption and use of the trade-

mark "Pride'' for hams and bacons and due registration

of this trademark in the United States patent office

under the trademark laws and prays for an injunction

restraining defendant from using the trademark "Pride"

in connection with the sale of hams and bacons.

In its counter-claim defendant asserts prior adoption

and use of this same trademark "Pride"; asserts that

the use of the trademark "Pride" by plaintiff is an

infringement of defendant's rights; that it causes con-

fusion in the trade and prays a permanent injunction

restraining plaintiff from using the trademark "Pride".

The court based its decision, apparently, upon the sole

proposition that there was no evidence tending to show

confusion. The pleadings of the parties form both

solemn sworn allegations and assertions of this fact.

Both parties claim that the concurrent use of the trade-

mark "Pride" by the other causes such legal confusion

as is necessary to sustain the right to an injunction to

prevent the unlawful use of a trademark.

At the threshold of this case, therefore, appellant

desires to directly call the court's attention to the issues

of the case as made by the pleadings, to the assertions

and admissions of fact made by the parties and to the

apparent fact that the District Court has decided and

determined the case, not upon the issues as made by the



pleadings, but in fact in contravention of the allegations

and admissions of the parties.

The Issues and Admissions of the Pleadings.

Plaintiff, John Morrell & Company, is a Maine corpora-

tion, having its principal place of business at Ottumwa,
Iowa. Defendant, Hauser Packing Company, is a Cali-

fornia corporation of Los Angeles.

Jurisdiction of the court is based upon both (1)

diversity of citizenship and a controversy, the amount
of which exceeds the jurisdictional amount [Par. 2 Comp.
Tr. Rec. 3] and (2) registration in the United States

patent office under the Trademark Act of 1905 of the

trademark "Pride". The certificate of registration is

pleaded. [Par. 6, Tr. Rec. 4.]

Plaintiff alleges that since prior to 1880 it has been

engaged in the preparing, curing and smoking and in the

sale and distribution of smoked and cured pork products,

more particularly, bacon and ham; that it has built up

a large and valuable business therein. [Pars. 3-4, Tr. Rec.

3.]

That in order to secure to itself the benefits of its

reputation and the popular demand for its superior ham
and bacon and for the protection of the public, plaintiff

in 1880 adopted as a trademark for its bacon and ham
the word 'Tride"; that this trademark "Pride" has been

continuously used by plaintiff since 1880 and the mer-

chandise shipped in interstate commerce and extensively

sold in the State of California and in the Southern

District thereof. [Par. 5 Comp. Tr. Rec. p. 4.]

That plaintiff has expended large sums of money in

advertising its ham and bacon under the trademark



"Pride''; that said mark "Pride", by reason of said

advertising, became associated in the mind of the public

with the product of plaintiff. The good will of the

business in association with the word "Pride" is alleged

to be in excess of the sum of $1,000,000.00. [Par. 7,

Comp. Tr. Rec. p. 5.]

That defendant without plaintiff's consent reproduced,

counterfeited and colorably imitated said trademark

"Pride" and has affixed said mark to bacon and ham of

the same descriptive properties as those set forth in

the said registration, and to labels, signs, prints, pack-

ages and wrappers intended to be used and used in

connection with the sale thereof in interstate commerce.

[Par. 8, Comp. Tr. Rec. 5.]

That defendant, Hauser Packing Company, to the

best of plaintiff's information, in 1920 commenced the

infringement; that immediately upon learning of the

use of the trademark "Pride" by defendant in 1920

plaintiff protested to defendant, fully setting forth plain-

tiff's rights in the premises. That defendant persisted

in the infringement despite repeated protests and efforts

of plaintiff to induce defendant to respect its rights.

That plaintiff's right in and to its trademark "Pride"

has been generally recognized and acquiesced in by the

trade and that its rights in and to said trademark have

been previously adjudicated in the United States patent

office; that all these facts were fully pointed out to

defendant prior to the filing of this suit. [Par. 10, Comp.

Tr. Rec. p. 6.]

That by reason of the persistent use of said trademark

"Pride" by defendant, plaintiff believes and alleges that



-7-

the confusion and use of "Pride" by defendant was with
the deliberate intention on defendant's part to gain to

itself the profits and benefits accruing to the good will

associated with said mark and to deprive plaintiff of

such profits and benefits and that such infringement

has unjustly enriched defendant and damaged plaintiff

to an extent in excess of $20,000.00. [Par. 11, Comp.
Tr. Rec. p. 6.]

An injunction is prayed restraining defendant from

marking, selling, quoting for sale, or advertising any

hams or bacon or similar product bearing the trademark

"Pride" and for a recovery of profits and damages.

To this bill of complaint, the defendant answered and

interposed a counter-claim. While defendant's direct

answer contains in the main seriatim denials of the alle-

gations of plaintiff's complaint, it is to be particularly

noted that defendant has pleaded ''as a further answer'

on the part of defendant to the bill of complaint, and as

a counter-claim by defendant against plaintiff, the fol-

lowing:

That since 1904 defendant has been engaged in the

manufacture and sale of bacon and ham [Tr. Rec. 19,

Par. 5-6 Comp]. That to secure to itself the benefit

of its reputation and the popular demand for its bacon

and ham and for the protection of the public, defendant

in 1907 adopted as a trademark for its best quality of

bacons and hams "Hauser's Pride"; that it has con-

tinuously used this term since that date; that its product

since 1907 has been and is now being shipped in inter-

state commerce between the States of the United States

and extensively sold. [Par. VII, Tr. Rec. pp. 19-20.]
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This counter-claim contains the usual allegations that

the defendant's alleged trademark has become known

to the public and trade and become associated in the

public mind with the products of defendant and is

alleged to be of a value of $500,000.00. [Par. VIII, Tr.

Rec. p. 20.1

Defendant alleges that plaintiff, without the consent

of defendant, has reproduced, counterfeited and colorably

imitated defendant's trademark. [Par. IX, Tr. Rec. p.

21.]

Paragraph X of the counter-claim directly asserts that

plaintiff's use of plaintiff's mark in the form of "MorrelFs

Pride" is an infringement of defendant's mark "Hauser's

Pride". [Tr. Rec. pp. 21-22.]

Paragraph XIII of defendant's counter-claim alleges

that ''the use of said mark by plaintiff was and is with

the deliberate intention on the part of plaintiff to un-

justly gain to itself the profits and benefits accruing to

the goodivill associated zvith defendant's said mark, and

to deprive defendant of said profits and benefits, and

said acts and conduct on the part of plaintiff have caused

defendant damage in a sum which cannot be estimated

and deprived defendant of sales and business to zvhich

it was entitled and zvould otherwise have had/' [Tr. Rec.

p. 24.]

Defendant prays both injunction pendente lite and

perpetual against plaintiff *'from marking, selling, offer-

ing for sale or advertising any bacon or ham or other

similar products, bearing the words 'Morrell's Pride' or

the word 'Pride' alone, or in combination with any other

words;" [Tr. Recp. 24.]



-9-

It is thus seen that the issue of the pleadings is solely

an issue of ownership as between the litigating parties.

Defendant asserts that it was the first to adopt and

use the trademark in the Pacific Coast states. Defendant

does not put in issue any of the assertions of the bill

of complaint that the contemporaneous use by plaintiff

and defendant causes confusion in the trade. On the

contrary defendant pleads and admits that the contem-

poraneous use of the trademark is confusing in the trade

and is causing damage and injury. Defendant's justi-

fication is an assertion of right by prior adoption and

use.

The case, in this respect, is very similar to that of

L. P. Larson, Jr., Co. v. Wm Wrigley, Jr., Co., 253 Fed.

914, and the observations of Circuit Judge Baker in

that case apply to this case at bar. The Wrigley Com-

pany had sued the Larson Company for alleged infringe-

men. The Larson Company had answered and counter-

claimed, alleging prior adoption and use. Circuit Judge

Baker says:

"But the record contains also Wrigley's averment

in his bill that confusion had arisen. There was

no proof to support that averment and Larson's

parallel averment.'' (p. 918.)

In the case at bar at the trial before the District Judge,

in order to shorten the trial, counsel relied upon the

averments and admissions of the pleadings. The question

of confusion was not in issue between the parties. As

said by Circuit Judge Baker, speaking for the Court

of Appeals of the Seventh Circuit in the Larson-Wrigley

case

:
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"Undoubtedly a litigant has no cause for complaint

if the court accepts his solemn and sworn admissions

in pleadings and testimony as true. But we must

reject the contention that his adversary has the

right to compel the court to do so. Otherwise a

court could be forced by parties to decide moot,

feigned, and collusive cases, or a chancellor might

be made to proceed with an equitable accounting

between partners who had stolen the property they

brought into court. But the present case on the

counter-claim is not moot, nor feigned, nor collusive,

and it presents a question of Larson's legitimate

property rights." (p. 917.)

"With nothing before us but the packages, we

would be inclined to concur in the finding. But

the record contains also Wrigley's averment in his

bill that confusion had arisen. There was no proof

to support that averment and Larson's parallel aver-

ment. But Larson's counsel may have relied on

the stipulation of fact in bill and counter-claim to

save hunting up and bringing in witnesses of wrong-

ful sales."

Hj * * * * * * *

'*In such a situation, the rule, in our judgment,

is this: In a real and legitimate controversy, a

party should be left within the knot of his averments

in pleadings and admissions in testimony, unless

the court can find an absolute demonstration from

other evidence in the case or from facts within

judicial notice, like the laws of physics, etc., that

under no circumstances could the averments and

admissions be true." (p. 918.)

It is true that in this Larson v. Wrigley case, Wrigley

was the plaintiff and defendant prevailed on his counter-
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claim. Otherwise the case seems on all fours with the

case at bar. However, the proofs here are incontro-

vertible that plaintiff was the first to adopt and the

first to use 'Tride" as a trademark for hams and

bacons. In fact the pleading;-s do not raise that broad

an issue. The defendant's pleading raises only the issue

that it was the first user of 'Tride" as a trademark

in California and the Pacific Coast states. On this

limited issue the proofs are against the defendant.

It is submitted that the lower court did not give due

consideration to the averments and admissions of the

p^leadings of the parties and to the issues of the con-

troversy raised thereby.

The District Court found "that prior to 1907 plaintiff

was vending hams and bacons in the California market

advertised or bearing the trade name and mark 'Morreirs

Iowa's Pride' in variations." [Tr. Rec. p. 29.]

No question is raised either by the pleadings or by

the decision of the District Court as to the word "Pride"

being a proper trademark. The District Court says:

"The question is not whether the word Tride' could

become a trademark but is whether it timely did." [Tr.

p. 929.]

There is in this case no evidence,—not even a claim,—
that ''Pride'' was ez/er used as a trademark or otherwise

in connection with the market or sale of ham or bacon

prior to plaintiff's adoption of it in 1880 as its trade-

mark. This is a very material fact. A fact which

should not and must not be overlooked or lost sight of.

That "Pride" is the proper subject of appropriation

as a technical trademark is well settled upon authority.



-12-

It was the subject of the litigation in the leading- case of

Hier v. Abrahams, 82 N. Y. 519, a decision rendered in

1880. It is fair to presume that the plaintiff adopted

"Pride" as its trademark for hams and bacons upon this

authority.

But the material and, we submit, controlling factor

in this case is that both plaintiff and defendant, by their

pleadings, recognize and assert that "Pride'' is the dis-

tinctive feature of the trademark as used by them and

is a proper trademark. This is emphasized by the

prayers for injunctive relief made by both parties.

Both ask injunctions prohibiting the other from using

the word "Pride'' as a trademark either alone or in

any other combination.

The Supreme Court as late as January 4, 1926, has

recognized "Pride" as the proper subject of a technical

trademark. See American Steel Foundries v. Robertson,

269 U. S. 372, pp. 383-384, wherein they quote with

approval and affirm the decision of the Commissioner

of Patents and reverse the Court of Appeals of the

District of Columbia. Mr. Justice Sutherland, speaking

for the court, quoted the decision of the Commissioner

of Patents as follows:

"The word involved in this case is one of a large

class of words which have for a great many years

been much used because of their peculiarly suggestive

meaning. For other examples there are the words

'Acme,' 'Anchor,' 'Champion,' 'Eureka,' 'Excelsior,'

'Ideal,' 'Jewel,' 'Liberty,' 'National,' 'Pride,' 'Pre-

mier,' 'Queen,' 'Royal,' 'Star,' 'Sunlight,' 'Triumph,'

'Victor.' It would be a serious matter if the law

actually permitted any one who chose to do so to
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organize a series of corporations with names con-
taining these words, respectively, and thereupon vir-

tually withdraw these words from public use as

trademarks and monopolize them by preventing their

registry as such."

and said:

"It already is apparent that we agree with the
commissioner and not with the court."

The Lower Court's Decision.

In the memorandum opinion [Tr. Rec. p. 29] the

District Court found for the plaintiff on the issue of

priority of adoption and use,—not only as to prior

adoption and use elsewhere, but prior adoption and use

even in California.

The suit was dismissed by the District Court upon

the ground that

**In general, each partv gave to its name equal prom-

inence with the word Tride.' Neither relied upon the

brand Tride,' but upon the brand ^MorrelFs Pride' and

^Hauser's Pride,' respectively. There is no preponder-

ance of the evidence that in behalf of plaintiff and prior

to defendant's use of it the word Tride' had obtained

a secondary meaning in common or principal characteriza-

tion of plaintiff's goods or products, or that thereafter

the trade suffered confusion or was deceived in respect

to distinctions between plaintiff's products and those of

defendant's. The suit is in the main like to Armour's

case', 283 Fed. 42, 275 Fed. 92, and ought to be and

is like in decision. Neither party infringes the trade

name or mark of the other." [p. 29, Tr. Rec]

This decision was predicated upon two propositions,

both of which we submit were erroneous.
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The first was that because in connection with the

trademark "Pride" plaintiff had also used its own name

'^Morreirs" and defendant its own name "Hauser*s",

the trademark as used by the respective parties consisted

only of the combined words. This proposition we shall

discuss independently.

The second is predicated upon the lack of evidence

or the lack of a preponderance of evidence that the

word "Pride" alone "had obtained a secondary meaning"

"or that thereafter the trade suffered confusion or was

deceived". We submit that in this finding the District

Court failed to give due weight to the admissions of the

parties made in their solemn pleadings and erred in

deciding the case upon an issue not raised by the plead-

ings in fact contrary to the solemn allegations and

admissions of the pleadings of the respective parties.

The parties in view of the pleadings were justified in not

consuming days of the court's time in the trial of this

case in introducing evidence upon the question of con-

fusion because both parties admitted and alleged that

such confusion was incident to the concurrent use by

plaintiff and defendant of the trademark "Pride".

We have always understood that there was no necessity

and no justification for offering evidence as to facts

as to which there was no issue or controversy. On the

contrary the courts have ordinarily refused to listen

to such evidence because unnecessary and merely con-

suming the court's time on matter not in issue or con-

troversy.

We submit that the District Court was also in error in

its first proposition. One of plaintiff's trademarks was

"Pride". The fact that it may have had another trade-
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mark in its own name "MorrelFs" is immaterial in this

controversy. This is recognized by the defendant's

counter-claim and defendant's prayer for an injunction

prohibiting- plaintiff from using "the word Tride' alone

or in combination with any other words."

As said in 38 Cyc, 742

:

"When a trademark is actually copied and used

upon other goods of the same class, there is of

course an infringement, and this is true even though

other words or accessories are used in connection

with it, because, being exclusive, it must not be

used at all. * * * ^ trademark consisting of a

name or word is infringed by use in any form or

style of print, either with or without additions."

This rule seems so well established that it is not be-

lieved it will be controverted by defendant. Would this

court for a moment countenance a contention that by the

simple addition of the name "Morrell's" this plaintiff

could put out a drink under the trademark "Coca Cola"

as "Morreirs Coca Cola" and thereby justify piracy

of such well known trademark? On the contrary the

rule is that such a use only evidences the intent of

the infringer to so appropriate the lawful trademark of

another that he may gain the greatest advantage to

himself by asserting to the purchasers that the trade-

mark belongs to him. He thereby increases the damage

and injury and increases his chances of successfully

profiting from the infringing business.

As said by Circuit Judge Sanborn, speaking for the

Court of Appeals, 8 Cir., in Layton Pure Food Co. v.

Church & Dwight Co., 182 Fed. 24 at p. 29:
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"Counsel insist that the complainant can maintain

no right to the exclusive use of the annular band

as a trademark because it and its predecessors always

used it in association with words, such as 'John

Dwight & Co./ and with pictures, such as that of

a cow, or an arm or hammer, upon their labels and

never alone. But there is no rule of law and no

reason that makes the use of a trademark alone upon

the labels, or packages that present the goods of a

manufacturer or dealer indispensable to its existence.

Such a rule would greatly diminish, if not destroy,

the value of all trademarks. It is the province

and right of the owner, and not of the infringer, of

a trademark to determine what shall constitute

his trademark, and his first adoption and continued

use of it perfects his title to it. Nor does he lose

his right to the exclusive use of the mark he selects

and adopts by placing on the label or package with

it other words and symbols to assist in presenting

and selling the goods he makes or offers for sale.

The complainant in its declaration for registration

of the annular band clearly stated that the lettering

and symbols commonly used by it with the picture

of the band might 'be changed or omitted at pleasure

without materially altering the character of the

said trademark the essential feature of which is

the annular band.' The fact that the owner of a

trademark uses in association with it accessory sym-

bols or words does not deprive him of the right to

it. Walter Baker & Co. v. Delapenha (C. C.) 160

Fed. 746, 750; Bass, Ratcliff & Gretton v. Feigen-

span (C. C.) 96 Fed. 206, 212; Walter Baker & Co.

V. Puritan Pure Food Co. (C. C.) 139 Fed. 680,

682."

See also:

Sartor v. Schaden, 125 la. 696;
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Lacroix v. Nodal, 41 La. Ann. 1018;

Gaines v. E. Whyte Grocery etc. Co., 107 Mo.
App. 507;

Hier v. Abrahams, 82 N. Y. 519;

American Tin Plate Co. v. Licking R. M. Co.,

158 Fed. 690;

Enoch Morgan's Sons Co. v. Ward, 152 F. 690;

Eureka Fire Hose Co. v. Eureka Rubber Mfg. Co.,

69 N. J. Eq. 159;

Lauferty v. Wheeler, 11 Abb. No. Cas. (N. Y.)

220.

The Proofs.

The testimony of T. Henry Foster [Rec. pp. 37-62],

George W. Gray [Rec. pp. 62-63], William Jenkins [Rec.

pp. 64-65], J. E. Hall [Rec. pp. 65-66], R. N, Morrell

[Rec. pp. 67-68], John F. Denefe [Rec. pp. 69-70],

James M. Majors [Rec. 70-71], M. T. McClelland [Rec.

72-75], Roscoe D. Rodgers [Rec. pp. 75-76], T. George

McElroy [Rec. pp. 77-87], Thomas F. Morrell [Rec. pp.

87-89] and Calvin M. Orr [Rec. pp. 89-97], together

with the exhibits identified and referred to by these

witnesses, conclusively proves the allegations of the plain-

tiff's bill of complaint as to the adoption and use of

the trademark "Pride'' by plaintiff in 1880, and its

consecutive use from that time to the time of trial. The

(record is full and replete with proof that as early as

1900 (7 years before defendant's asserted use) plaintiff's

hams and bacon were sold and offered for sale in Cali-

fornia both at Los Angeles and San Francisco under

the trademark in dispute. Documentary evidence to this

effect is produced. Reference may be had to conclusive



documentary evidence. See, for example, the stipulation

Rec. bottom page 92 that MorrelFs Exhibits 42, 43,

44, 45 and 46 are true photostatic copies of the catalog

of H. Jevne & Co. of Los Angeles, California, of April,

1900, June, 1900, September, 1902, respectively, and that

H. Jevne and Co. were wholesale and retail grocers at

Los Angeles, California, at that time and that the goods

mentioned and shown on said pages of said catalog

were carried in stock by such firm and sold and offered

for sale at said time. The exhibits themselves show

plaintiff's trademark "Pride". In making this statement

we are not overlooking the fact that as carried in these

price lists and catalogs, plaintiff's goods were referred to

in connection with the surname "MorrelFs'' and in

instances in connection with the word "Iowa'' or "Iowa's'*

but the essential fact is that they do show that the

trademark "Pride" was in use by plaintiff at that time.

As this proof is so conclusive we do not believe that

defendant will challenge it upon this appeal. It is amply

proven that plaintiff's interstate business in hams and

bacons under the trademark "Pride" extended into the

very territory in which defendant is now engaged in

business.

There is testimony in the record as to confusion and

that the use by defendant of the trademark "Pride"

offers an excellent opportunity for a dealer to substitute

the defendant's ham and bacon for the plaintiff's "Pride"

ham and bacon. See for example the testimony of T.

George McElroy fRec. p. 85].

The testimony of T. Henry Foster, president of plain-

tiff, shows that he visited Los Angeles in 1920 [Rec.

p. 53]. He then observed "Pride hams and bacon being
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offered for sale in Los Angeles by the Hauser Packing

Company, the defendant. This was the first knowledge

that I or my company had that Hauser Packing Company,

the defendant, was placing hams or bacon on the market

in California or elsewhere under the name Tride' brand

or 'Hauser's Pride' brand."

Mr. McElroy testifies to a letter written to defendant

calling their attention to the matter and asking them to

discontinue the use; that plaintiff received a letter from

defendant's attorneys advising that they would look into

the matter; that again in 1922 plaintifiF wrote asking

defendant if it was continuing to use the "Pride" brand.

There is no evidence in the record showing that the

matter was ever brought to the attention of the plaintiff

before 1920.

But even such fact would be immaterial. Mere delay

to bring suit is not a defense. As said by Chief Justice

Fuller in Menendez v. Holt, 128 U. S. 514:

"Nor will the issue of an injunction against the

infringement of a trademark be denied on the ground

that mere procrastination in seeking redress for

depredations had deprived the true proprietor of

his legal right."

To the same effect see McLean v. Fleming, 96 U. S.

245.

There is, however, another principle of law which

applies with full force to this case.

"Where both parties were equally at fault, neither

can assert laches as against the other; and where
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each of the parties seeks affirmative relief against

the other in reference to the same transaction,

neither may assert that the other was guihy of

laches." 21 Corpus Juris, 216, citing:

Nordman v. Meyer, 118 la. 508;

Mays V. Morrell, 65 Ore. 558;

Southern Pine Lumber Co. v. Ward, 208 U. S.

126;

Adams v. Taylor, 14 Ark. 62;

Richardson v. Bleight, 8 B. Mon. (Ky.) 580;

Kimberly-Clark Co. v. Pattern Paper Co., 153

Wis. 69.

It is to be noted that the decision of the lower court

was not based upon any application of the doctrine of

laches. On the contrary the lower court cites Armour's

case, 283 Fed. 42, 275 Fed. 92, as like the case at bar

and as a precedent to be followed.

We submit that the Honorable District Judge over-

looked a vital distinction between Armour's case and the

case at bar. In the Armour case the word "Star" (or its

symbol) had been used for years prior to the plaintiff's

adoption of its trademark and it was well known in the

trade and was continuously used by other competitors on

the same class of merchandise. See page 46 of 283 Fed.,

middle paragraph. The court found that the word "Star"

or its symbol had been and was in use in connection with

the sale of hams and bacon prior to and at the time

Armour & Co. commenced the use of Armour's Star.

In other words the word or symbol ''Star" was not then
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at the time of Armour's adoption open to exclusive ap-

propriation. There is no such contention in this case;

there is no evidence upon which to found such a finding.

On the contrary plaintiff was the first to use the word
"Pride" and at the time it adopted such trade-mark it

was open for plaintiff's exclusive appropriation because

unknown to the provision and meat trade. This dis-

tinction between the basic underlying facts of the Armour

case and the case at bar cannot and should not be over-

looked. The further distinction between the two cases

exists in that the Armour case was decided upon the evi-

dence produced by the parties while in the case at bar

the defendant pleads and asserts the very infringement

that both it and plaintiff seek to enjoin. It does not lie

well in the mouth of the defendant to assert that plaintiff's

rights are limited to the use of the combination of words

''MorrelFs Pride" and in the same breath to assert that

"MorrelFs Pride" or 'Tride" alone would infringe the

asserted trademark rights of defendant in *'Hauser's

Pride".

The evidence in the Armour & Co. case conclusively

shows that there was no confusion. There is no such

evidence in the present case. Defendant could not intro-

duce such evidence because it would be against its formal

pleading and averment of the facts. And it would be

against the facts of the case. Plaintiff submits that

under the pleadings and record the decree of dismissal

was erroneous and should be reversed. That the proofs

show the adoption and use of the trademark "Pride" and

its infringing use by the defendant.
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It is submitted that "Hauser's Pride" infringes "Mor-

reirs Pride'* in any view and that the decree appealed

from should be reversed and the cause remanded with

instructions to grant the relief prayed by the bill of com-

plaint.

Respectfully submitted,

Frederick S. Lyon^

Leonard S. Lyon,

Henry S. Richmond,

Mason, Fenwick & Lawrence,

Attorneys for Plaintiff-Appellant,
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No. 4942.

IN THE
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FOR THE NINTH CIRCUIT.

John Morrell & Company, a corpora-

tion,

Plaintiff-A ppellant,

vs.

Hauser Packing Company, a corpora-

tion.

Defendant-A ppellee.

APPELLEE'S BRIEF.

Plaintiff's action herein is based strictly upon an alleged

technical trademark infringement; no element of unfair

competition, except that incidental to every technical trade-

mark infringement, enters into the case; nor is unfair

competition, as it is usually understood, alleged, claimed

or proved.
^

Plaintiff's brief rests largely upon the assumption by

its counsel that an issue of confusion is raised by the

pleadings of both parties and that such confusion is ad-

mitted by both parties. That assumption constitutes a

false premise used practically throughout plaintiff's brief,

and because of this vice the conclusions of plaintiff's coun-

sel must of necessity fail.
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At the outset it is incumbent upon defendant to direct

the court's attention to statements in the opening brief

which are not borne out by the pleadings or the proofs.

The court will find in the opening brief the following

statements

:

1. "Both plaintiff and defendant assert themselves to

be the owners * ^ * of the trademark Tride' * * */^

(Bottom of page 3.)

2. ''* * * defendant asserts prior adoption and use

of this same trademark Tride'; * * * that it causes

confusion in the trade * "^ *." (Page 4, paragraph 3.)

3. "Both parties claim that the concurrent use of the

trademark 'Pride' by the other causes such legal confusion

as is necessary to sustain the right to an injunction * * *."

(Page 4, paragraph 4.)

4. "That by reason of the persistent use of said trade-

mark 'Pride' by defendant, plaintiff believes and alleges

that the confusion and use of 'Pride' by defendant was

with the deliberate intention * "^ *." (Pages 6 and 7.)

5. "Defendant does not put in issue any assertions of

the bill of complaint that the contemporaneous use by

plaintiff and defendant causes confusion in the trade. On
the contrary defendant pleads and admits that the con-

temporaneous use of the trademark is confusing in the

trade * * *." (Page 9, paragraph 1.)

In reply it is submitted that defendant has not asserted

in its pleadings prior adoption or use of the trademark

"Pride," nor is it alleged that the use of the trademark

"Pride" by plaintiff has caused confusion in the trade.

Examination of the pleadings will establish this fact.
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The Actual Issues.

An analysis of the pleadings discloses the following:

1. Plaintiff alleges adoption of trademark "Pride'' in

1880 and continuous use thereof in interstate commerce

and particularly in California. [Record, page 4; complaint

paragraph 5.] This is denied by defendant by putting

plaintiff upon proof. [Record, page 9, answer, para-

graph IV.]

2. Plaintiff alleges application for the registration of

trademark "Pride" in November, 1922 {42 years after its

alleged adoption), and registration thereof in April, 1924.

[Record, page 4; complaint, paragraph 6.] This is admit-

ted by defendant [Record, page 10; answer, paragraph V.]

3. Plaintiff alleges infringement by defendant of plain-

tiff's registered trademark "Pride" since 1920. [Record,

page 5; complaint, paragraphs 8 and 9.] This is spe-

cifically denied by defendant. [Record, pages 10 and 11;

answer, paragraphs VII and VIII.]

4. Defendant sets up a defense in which there is

claimed (a) adoption and use by defendant of the ivords

"Hauser's Pride" as a trademark since 1907 without

knowledge on its part that plaintiff had ever used the

word "Pride" alone or in combination, as a trademark;

(b) non-use by plaintiff of the word "Pride" alone or in

combination as a trademark in the territory in which de-

fendant was operating, viz., California and other Pacific

Coast states; (c) non-use by plaintiff at any time of the

word "Pride" alone as a trademark; (d) use of said word

"Pride" in the territory in which defendant operated, only

in combination with other words, making plaintiff's trade-

mark "Iowa's Pride," "Dakota's Pride," or "Morrell's



—6—

Pride/' etc. [Record, pages 12-17; answer, paragraph

XIII]
; (e) non-existence of any confusion whereby pubHc

has been deceived or is Hkely to be deceived into purchas-

ing defendant's goods instead of plaintiff's, by reason of

defendant's use of its trademark "Hauser's Pride."

[Record, page 17; answer, paragraph XIIL]

5. Defendant sets up a counterclaim against plaintiff

in which there is claimed (a) adoption in 1907 of trade-

mark ''Hauser's Pride" and continuous use thereof in in-

terstate commerce and particularly in California; (b) in-

fringement by plaintiff of said trademark; (c) commence-

ment by plaintiff of business in California in 1920 and

sale of goods marked '^Morrell's Pride," and continuance

thereof, thereby infringing defendant's trademark "Hau-

ser's Pride"; (d) plaintiff's knowledge of use by defendant

of "Hauser's Pride" at time plaintiff began to do busi-

ness in California and sold goods marked "Morrell's

Pride"; (e) threat of plaintiff to use word 'Tride" alone

as a mark, without combining same with any other word

or name in the sale of plaintiff's goods. [Record, pages

21-24.]

6. Plaintiff in its replication (a) demands proof of

use by defendant of mark "Hauser's Pride" prior to 1920;

(b) denies infringement of defendant's trademark; (c)

alleges engagement in business in California since 1898

and sale of its goods in California bearing trademark

'Tride" prior to 1907; (d) claims exclusive right to use

"Pride" as a trademark. [Record, pages 26 and 27,

paragraphs 7, 9, 10 and 13.]

From the foregoing it will be noticed that defendant

has not and does not claim any trademark other than the

words in combination **Hauser's Pride," and also that
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plaintiflf stands firmly upon its claim of trademark con-

sisting of the word "Pride" alone.

Plaintiff's first contention, based upon the false premises

above mentioned, is that in the case at bar, in order to

shorten the trial, counsel relied upon admissions and aver-

ments of the pleadings, as a result of which the question

of confusion was not in dispute between the parties; that

there being an admission on the part of each of the parties

that confusion existed, the case comes clearly within the

decision of Larson Company v. Wrigley Company, 253

Federal 914.

It is respectfully submitted that the case at bar does

not come within the purview of the cited case for two rea-

sons, first, the pleadings herein do not disclose any aver-

ment or admission of confusion, but on the contrary con-

fusion is expressly denied in the answer, while in the cited

case the record clearly showed an express averment on the

part of Wrigley Company that confusion had arisen and

was bound to continue, and Larson Company paralleled

said averment; second, in the case at bar from a reading

of Judge Bourquin's decision it is apparent that he con-

cluded that no confusion existed; but assuming, for the

purposes of argument, that plaintiff's contention as to

averments or admissions of confusion was correct. Judge

Bourquin, according to the cited case, was not bound to

accept the averments or admissions in the pleadings of

either party, as true. The quoted portion of the decision

of Circuit Judge Baker in that case, found on page 10

of the opening brief, is certainly applicable, but sustains

defendant's position instead of plaintiff's:

"Undoubtedly a litigant has no cause for complaint

if the court accepts his solemn and sworn admissions



in pleadings and testimony as true, but we must reject

the contention that his adversary has the right to

compel the court to do so."

In other words, assuming that defendant had admitted

confusion, defendant would have no cause for complaint

if the court had accepted such admission as true. The

court, however, did not find in accordance therewith. On

the other hand plaintiff could not have compelled the court

to accept as true any averment or admission on the part

of defendant as to confusion. His Honor Judge Bour-

quin, in his memorandum decision, clearly holds that the

evidence failed to show that the trade suffered confusion

or was deceived in respect to distinction between plaintiff's

products and those of defendant.

On page 11 of the opening brief opposing counsel as-

sume the fact of plaintiff's adoption of the trademark

'Tride'' in 1880. It is true, as contended by plaintiff,

that 'Tride" has been adjudged a proper subject of appro-

priation as a technical trademark in the case of Hier v.

Abraham, 82 N. Y. 519.

There is some oral evidence, as will be hereafter shown,

that plaintiff adopted the trademark 'Tride" in 1880, but

there is also documentary evidence which completely re-

futes the testimony of plaintiff's witnesses.

Counsel's citation of the last named case affords the

opportunity for the specious argument made by plaintiff

that

—

'Tt is fair to presume that the plaintiff adopted Tride'

as its trademark for hams and bacons upon this au-

thority." (Opening brief, page 12.)
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It is submitted that it is equally fair to presume the

contrary, in view of the fact that plaintiff's application

for registration of the trademark 'Tride" claims con-

tinuous use of said trademark since August, 1880, and

said case of Hier v. Abraham was not decided until the

November term of the court in the same year.

Opposing counsel criticise the court's decision, first,

because the court refused to assume, as do counsel, that

plaintiff owned the trademark 'Tride" used alone, after

having used said word only in combination with other

words for many years (opening brief, page 14) ; and,

second, because the decision is predicated upon the lack of

evidence that the word "Pride" alone had obtained a sec-

ondary meaning, or that the trade had suffered confu-

sion, etc.

It is believed that sufficient has already been stated

herein to conclusively answer the second point of criticism.

As to the first point, it is submitted that if the court

believed from all of the evidence that plaintiff had not

adopted the word '' Pride" alone, as a trademark prior to

defendant's adoption of the words ''Hauser's Pride," the

decision is well founded. The trial judge rightly applied

the principles of Armour & Conipany v. Louisville Pro-

vision Company, 283 Fed. 42, in rendering his decision,

and there is no doubt that the court did not overlook the

vital distinction between that case and the case at bar,

which counsel discloses on page 20 of the opening brief.

In that case. Armour and Company for many years had

used the words "Armour's Star"; defendant was using

the words "Southern Star"; one of the main points in the

case was whether or not the Armour trademark was

"Star" or "Armour's Star"; one of the factors causing
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the court to find that Armour's trademark was "Armour's

Star" and not "Star'' alone was proof of the fact that

"Star" alone had been used prior to the time that Armour

had adopted "Armour's Star" as a trademark in con-

nection with the class of goods sold by Armour under

the brand "Armour's Star." That feature of the case was

important only in the determination of Armour's actual

trademark. In that case the court said

—

"Plaintiff (Armour and Company) asserts no

trademark in the words 'Armour's Star' ; it bases

its right to relief squarely upon the proposition that

its actual trademark was 'Star.'
"

The same situation exists in the case at bar. Plaintiff

stands squarely upon the proposition that its actual trade-

mark is "Pride." In the Armour case, the evidence of

the previous use of the word "Star" was simply one link

in the chain of circumstances (in the absence of regis-

tration) which led the court to find that Armour's trade-

mark was "Armour's Star" and not "Star" alone, and

which further led the court to find, in view of Armour's

trademark being "Armour's Star," that the use by defend-

ant of the trademark "Southern Star" was not an in-

fringement.

Plaintiff contends that it was the first to use the word

"Pride," and for that reason the Armour case is not ap-

plicable. Plaintiff further contends that the proofs show

the adoption and use of the trademark "Pride" by it and

its infringing use by defendant, and that the decision of

the court to the contrary was erroneous. This naturally

leads to the consideration of the proofs which were before

the court, upon which plaintiff could demand a finding that

it had adopted the word "Pride" as a trademark. The
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District Court having before it all of the evidence, weighed

the same and reached its conclusion. If any evidence was

before it upon which it reasonably could base its conclu-

sions, its finding should not be disturbed.

The court's decision and decree rested upon the follow-

ing proofs

:

The Proofs.

T. Henry Foster, for plaintiff, on direct examination,

constantly refers to "Pride" brand, but discloses the actual

brand on labels, skins, etc., to be ''MorrelFs Pride" or

"Iowa's Pride" [Record pages 44-47, 49 and 51] ; that he

visited Los Angeles in 1920 and observed "Pride" hams

and bacons, offered for sale by Hauser Packing Company;

that this was the first knowledge he or his company had

that defendant was placing hams or bacon on the market

under the name "Pride" brand or "Hauser's Pride"

brand; that in June, 1920, plaintiff wrote a letter to de-

fendant calling the latter's attention to the fact that

plaintiff held certificate of registration to "Pride" trade-

mark and asking defendant to discontinue; that in July,

1920 defendant wrote plaintiff that defendant declined

to discontinue the use of the word "Pride;" (N. B. appli-

cation for registration of trademark "Pride" made in

1922) ; that in 1922 plaintiff' again wrote to defendant,

asking if defendant still continued the use of the "Pride"

brand. [Record pages 53 and 54]. On cross examina-

tion the witness testified that he signed the application

for registration of the trademark "Pride;" that at the time

(1922) plaintiff was using the word "Pride" alone, but

that the word "Morrell's" or "Dakota's" always appeared

on the same labelling, above or preceding the word "Pride"

[Record page 60] ; that plaintiff has been selling its
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"MorrelFs Pride'' or ''Iowa's Pride" in California, since

1897 and commenced selling in Los Angeles in 1905 or

1906, and that it had a representative in Los Angeles prior

to 1910; that it has never come to his attention at any

time that any purchasers of ''Hauser's Pride" meats,

when wanting to buy Morrell's, bought ''Hauser's Pride"

meats. [Record page 61]. (This shows that the presi-

dent of plaintiff had never been informed of any actual

confusion in the trade).

George W. Gray for plaintiff, testified on cross ex-

amination that the goods he handled for plaintiff bore

labels years ago ''Iowa's Pride," then they were changed

to "Morrell's Pride;" that he had seen "Arnold Brothers

Pride" but had not handled it. ] Record pages 63 and 64].

(This shows the use of the word "Pride" only in com-

bination with "Iowa's" or "Morrell's" and also that the

word "Pride" had been used by other persons in con-

nection with their own names )

.

J. E. Hall, for plaintiff, testified that he worked for

plaintiff ; that plaintiff shipped goods to California as early

as 1900 or 1901, labelled "Iowa's Pride" or "Morrell's

Iowa's Pride." [Record page 66].

John F. Denefee for plaintiff, testified that plaintiff

had a standing order from 1901 or 1902 from Jevne's,

Los Angeles, for thirty pieces of "Pride" bacon weekly,

the bacon shipped being labelled "Morrell's Iowa's Pride."

[Record page 70].

Morgan T. McClelland for plaintiff testified that it was

the practice in indicating brands in quoting prices, to

specify the brand name, such as "Pride" brand. That on

some of the labels and in the skin brands some of them

read "Morrell's Iowa's Pride" and some "Morrell's
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Pride." [Record page 73.] On cross examination he

further testified that part of the time hams and bacons

were marked "MorrelFs Iowa's Pride'' and part of the

time ^'Morrell's Pride." [Record page 75].

Roscoe D. Rodgers for plaintiflF, testified that he was

employed by plaintiff in 1901 and that plaintiff has been

making shipments of hams and bacons to Calvin Orr in

California ever since 1901. [Record page 76]. On cross

examination he testified that the complete label on 'Tride"

hams—the wording since 1901—was ''Morrell's Iowa's

Pride;" that ten years ago and fifteen years ago it was

''Morrell's Iowa's Pride." In a majority of cases it was

"Morrell's Pride" or ''Morrell's Iowa's Pride." [Record

page 77].

Calvin W. Orr for plaintiff testified that since 1897 he

had sold plaintiff's products in California under the brand

"Morrell's Iowa's Pride" until the time that it was

changed to "Morrell's Pride," and since that time had

sold ''Morrell's Pride." [Record page 90]. On cross

examination he testified that he commenced selling "Mor-

rell's Iowa's Pride" products in California, south of the

Tehachapi, around 1904 or 1905—in Los Angeles and

San Diego [Record page 92] ; that calendars, pictures

and posters in his office (where his deposition was being

taken) were advertising matter of plaintiff; that all

contained the words ''Morrell's Pride" on one line, with a

long line drawn completely across and below the two

words; that a display card in the office showed the words

"Specify Morrell's Pride' and also ''specify Morrell's

Pride—Be Satisfied," the words ''Morrell's Pride" being

on one line ; that a calendar in the office showed the words

"Specify Morrell's Pride—Mother's Favorite" the words

"Morrell's Pride" being in exactly the same form as in
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the other display card ; that he had never to his knowledg^e

sold any of plaintiff's products which were stamped,

either on skins or labels, with the word ''Pride'* alone.

[Record pages 93-97].

Plaintiff introduced various labels, branding marks,

etc., and also Jevne's catalogues for April, 1900, May,

1901, September, 1902, showing that Jevne listed in stock

for sale ''MorrelFs Iowa's Pride" Hams and Bacons or

"Morrell's Pride of Iowa" Hams and bacons. [Record

page 93].

Plaintiff also introduced state of California certificate

of registration dated May, 1923, registering the trademark

"Pride" and also U. S. Certificate of Registration dated

April, 1924, for the trademark "Pride." [Record page

SO]. The latter alleged continuous prior use by plaintiff

since August, 1880.

Frank N. Hauser for defendant testified that in 1907

defendant adopted "Hauser's Pride" for its best grade of

products; that he had no knowledge that "Morrell's Iowa's

Pride" was known on the market in Los Angeles; that

defendant's leading brand was "Hauser's Pride;" that he

indentified a pamplet (defendant's exhibit 47) printed in

1907 showing "Hauser's Pride" as a brand, and also

various burning brands and advertising matter bearing

trademark "Hauser's Pride." [Record pages 97, 98 and

99]. The witness also showed that he had worked for

Julius Hauser since 1900; that Hauser Packing Company

was incorporated in 1904; that Hauser was engaged in

business in the state of California for fifty years and in

Los Angeles for 45 years before the incorporation of

Hauser Packing Company and that the business had

always been the meat business, and since 1904 had been
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operated as a packing business. [Record pages 97 and

98]. Also that the Hauser Packing Company engaged

in business in other places than Los Angeles, principally

in Southern CaUfornia and in Northern California, also

shipping into Arizona and New Mexico. [Record page

101].

Marshall S. Anderson for defendant testified that he

was auditor for defendant employed by it since 1905, at

which time it was not using ''Hauser's Pride" in connec-

tion with its goods; that it did not use ''Hauser's Pride"

in connection with its goods until about two years after

he was employed by them; that he first saw defendant's

^^Exhibit 47" in 1906 or 1907 and had helped to get it

out; that the name ''Hauser's Pride" was made known

to the public on hams and bacons by labels and also by

burning on the skin; that he did not know in 1906 or 1907

that ^'MorrelFs Iowa's Pride" or "Morrell's Pride" hams

or bacons were on the market in Los Angeles ; nor had he

ever seen them on the market at that time. [Record pages

101-104].

The foregoing, with the exception of the mentioned

state and federal registration certificates, constitutes sub-

stantially all of the oral testimony, and upon that alone

it is believed that the trial court would have been justified

in the decision rendered, but defendant offered additional

proof which, in connection with the oral testimony, tended

to refute completely plaintiff's contention that it had ever

adopted 'Tride" as a trademark prior to the time that it

made application for registration, or ever used the same.

Defendant introduced

—

1. Certificate of trademark registration by plaintiff in

June, 1897—'Iowa's Pride" (in a certain design)—the
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application for which alleged continuous prior use since

1877. [Record page 104; Defendant's Exhibit 52].

2. Certificate of registration of trademark by plaintiff

in October, 1916—"Dakota's Pride" (in a certain design)

—the application for which alleged continuous prior use

since 1911. [Record page 105; Defendant's Exhibit 54].

3. Certificate of trademark registration by plaintiff in

January 1920—''MorrelFs Pride" (in a certain design)

—

the application for which alleged continuous prior use

since April, 1919. [Record page 104; defendants exhibit

53].

It will thus be noted that plaintiff, zealous in its own

behalf, careful to protect its brands and trade names,

proud of its 'Tride" brand, fully aware of its rights of

registration as far back as 1897, never considered it

necessary or expedient to apply for registration of the

trademark "Pride" not in combination with other words

or in any special design, until 1922. The evidence clearly

shows that its products shipped into California were

shipped under the label "Morrell's Iowa's Pride" or "Mor-

rell's Pride of Iowa." In its application for the registra-

tion of the trademark "Pride," it is carefully alleged that

it first used the trademark in August, 1880. Plaintiff

urgently claims that the word "Pride" is the actual trade-

mark and that the other words used in combination there-

with constitute no part of the real trademark. If such

contention is sincere, it is difficult to understand why

plaintiff did not claim first user of "Pride" in 1877, it

having alleged in its application for trademark "Iowa's

Pride" that it first used the same in 1877. The evidence

next discloses that plaintiff registered its trademark

"Dakota's Pride" in 1916, but only claims user thereof
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since 1911; and then, to cap the climax, in its application

for its trademark "MorrelFs Pride" in January, 1920,

prior to the time plaintiff claims it discovered that

defendant was using the trademark ''Mauser's Pride''

it is carefully set out that plaintiff has been using the

trademark ''Morrell's Pride" continuously since April,

1919. Why not since August, 1880 or since 1877? The

reason is obvious. The allegation would not have been

true.

Upon all of the foregoing, the court based its decision,

which is complained of by plaintiff. The decision shows

that the trial judge, as he had a right to do, refused to

believe the oral testimony that the trademark '' Pride" was

adopted by plaintiff in 1880, but preferred to believe the

monuments which plaintiff had erected to commemorate

its plants in Iowa and Dakota and the founder of the great

packing house of Morrell, and also to believe that plain-

tiff did not consider the word 'Tride" as a trademark or

intend to adopt it until about the time it applied for the

registration thereof in 1922, after it had demanded of de-

fendant that the latter should desist from using its well-

known brand ''Hauser's Pride." Theretofore it had al-

ways used ''Pride" only in combination with the words

''Morrell's" or "Morrell's Iowa's," and in such a way, be-

cause of the design, pattern or method of combination of

the words, that the actual trademark would naturally be

fixed in the public mind as ''MorrelFs Pride" or ''Morrell's

Iowa's Pride."

Is it not proper to infer that plaintiff* having used the

word "Pride" in various combinations and carefully

registered said combinations as trademarks, its registra-

tion of the word "Pride" alone in 1922 was merely an
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attempt to create the presumption of ownership in the

word "Pride" alone, after neglecting to claim it for forty-

two years from its alleged first use? Is this inference not

strengthened by the fact that plaintiff, only two years be-

fore, had registered the combination ''MorrelFs Pride,"

indicating no thought of claiming the word *'Pride" alone?

Is it not also obvious to the court, as it was to the trial

court, in the absence of any allegations of attempts on the

part of defendant to deceive the public, to engage in un-

fair dealings with the public, to oft'er to the public

packages of the same class of goods imitating plaintiff's

packages in size, color, design or otherwise, that the

registration in 1922 of the word 'Tride" alone was for

the one purpose of commencing the action now before the

court, and that plaintiff's claim, both in its application for

registration and in its oral testimony, of first user in

1880, was false? The trial court undoubtedly so believed

and so held, and unless the record herein shows no justi-

fication for such belief or holding, it is respectfully urged

that the judgment must be affirmed.

The memorandum decision written by his Honor, judge

Bourquin, is a classic, correctly epitomizing all of the

issues involved and equitably leaving the parties just

where they belonged.

Respectfully submitted,

Bertin a. Weyl,

DOCKWEILER, DOCKWEILER & FiNCH,

Attorneys for Defendant-Appellee,
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BILL OF COMPLAINT.

Now come Verne L. Holmes, Gene C. Holmes

and Bondorra Holmes, individually and as a co-

partnership doing business under the firm name

and style of Holmes Bed Manufacturing Company,

Marshall & Stearns Company, a corporation, and

Ruth B. Anderson, plaintiffs above named, and

complain of Rip Van Winkle Wall Bed Co., a cor-

poration, defendant above named, and for a cause

of action allege:

L
That the above-named plaintiffs, Verne L.

Holmes, Gene C. Holmes and Bondorra Holmes,

during all the times hereinafter mentioned were

and are residents of the City of Los Angeles,

County of Los Angeles, State of California; and

during all the said times were and now are a co-

partnership doing business under the firm name

and style of Holmes Bed Manufacturing Company

in said City of Los Angeles, County of [2] Los

Angeles, State of California; that plaintiff Mar-

shall & Stearns Company, during all of the times

hereinafter mentioned was and now is a corpora-

tion duly organized and existing under and by

virtue of the laws of the State of California, and

having its principal i)lace of business in the City

and County of San Francisco, State of California;

and that plaintiff, Ruth B. Anderson, during all

of the times hereinafter mentioned was and now

is a resident of the City of San Diego, County;

of San Diego, State of California.



vs, Verne L, Holmes et ah 3

II.

That the defendant, Rip Van Winkle Wall Bed
Co., during all of the times hereinafter men-

tioned was and now is a corporation duly or-

ganized and existing under and by virtue of the

laws of the State of California, and a resident

of the City of Oakland, County of Alameda, State

of California, and within the Northern District

of California.

III.

That the grounds upon which this court's juris-

diction in this case depends is that this is a suit

in equity arising under the patent laws of the

United States.

rv.

That prior to the 19th day of December, 1910,

one Robert H. Anderson, being the first, original

and sole inventor of a certain new and useful in-

vention entitled ^^wall bed" (which invention is now
set forth and described in the specification and

claims forming a part of letters patent of the

United States No. 1,074,592, dated the 30th day

of September, 1913), did on said 19th day of De-

cember, 1910, duly file in the Patent Office of the

United States an application for letters patent for

said invention; that prior to the issuance of said

patent, [3] the said Robert H. Anderson did,

by an instrument in writing, duly executed, sell,

assign and transfer all his right, title, and interest

in and to said invention and letters patent there-

for when granted, unto Ruth B. Anderson, her

heirs and assigns; that thereafter, to wit, on the
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30th day of September, 1913, letters patent of the

United States for said invention, Number

1,074^592, were duly granted, issued, and deliv-

ered to the said Ruth B. Anderson, said letters

patent being granted, issued and delivered in due

form of law in the name of the United States of

America, under the seal of the Patent Office of

the United States, and signed by the Commissioner

of Patents of the United States, whereby there was

granted to said Ruth B. Anderson, her heirs and

assigns, to the sole and exclusive right to make

use, and vend said invention throughout the United

States and the territories thereof, for a period of

seventeen (17) years from September 30, 1913;

and that prior to the issuance of said letters patent

all proceedings were had and taken which were

required by law to be had and taken prior to issu-

ance of letters patent of the United States for

new and useful inventions; that a more particular

description of the said invention patented in and by

said letters patent will more fully appear from the

said letters patent themselves, which are ready in

court to be produced by the plaintiffs, and profert

thereof is hereby made.

V.

Plaintiffs further show and allege that on or

about April 15, 1921, by a duly executed instru-

ment in writing, the plaintiffs, Verne L. Holmes,

Gene C. Holmes and Bondorra Holmes, doing busi-

ness under the firm name and style of Holmes Bed

Manufacturing Company, became vested with the

exclusive right [4] of manufacture, sale and/or
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use under said Anderson Patent in suit throughout

the United States and for the unexpired term of

said patent ; that said exclusive agreement with said

Ruth B. Anderson is still in full force and effect;

and that said agreement is ready in court to be pro-

duced by the plaintiffs, and profert thereof is

hereby made.

VI.

That heretofore, to wit, on or about the 9th day

of March, 1925, plaintiffs Verne L. Holmes, Gene

C. Holmes and Bondorra Holmes, doing business

under the firm name and style of Holmes Bed
Manufacturing Company, granted to plaintiff Mar-

shall & Stearns Company from and after Sep-

tember 11, 1925, an exclusive right and license to

manufacture and/or sell beds embodying the in-

ventions and improvements contained in, and cov-

ered by, said Anderson patent in suit, in and

throughout the following territory, to wit, all that

portion of the State of California lying north of

the northerly line of San Luis Obispo, Fresno

and Inyo Counties; that the said license became

effective on the 11th day of September, 1925, and

ever since said date and now is in force and effect

;

and that ever since said date plaintiff Marshall

& Stearns Company has owned and held and still

owns and holds said license.

VII.

That the said patented invention is of great

practical utility and benefit; that the plaintiffs

Verne L. Holmes, Gene C. Holmes and Bondorra
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Holmes, doing business under the firm name and

style of Holmes Bed Manufacturing Company,

have derived large sums of money from license

fees granted under said letters patent; and that

the aforesaid plaintiffs Verne L. Holmes, Gene C.

Holmes and Bondorra Holmes, doing [5] busi-

ness as Holmes Bed Manufacturing Company, have,

since becoming a licensee as aforesaid under said

letters patent, manufactured and sold upon the

open market a large number of said patented de-

vices described and claimed by the said letters

patent, and have invested large sums of money

in the equipment of a plant for such manufacture

and in advertising and in otherwise bringing said

device to the favorable attention of the publice

and to prospective buyers and users within the

territory covered by their said license and within

the territory wherein the infringements herein

complained of have been committed; and that they

have built up a large, lucrative, and expanding

business based on the special type and construc-

tion of wall beds described in and claimed by said

letters patent; and except for the infringements

by the above-named defendant, as herein com-

plained of, the public has in general, acquiesced

in the validity of said letters patent and the rights

of plaintiffs thereunder.

VIII.

That the plaintiff* Marshall & Stearns Company,

has, since becoming a licensee as aforesaid under

said letters patent, invested large sums of money

in the equipment of a plant for the manufacture
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of said patented wall beds and in advertising and

in otherwise bringing the device to the favorable

attention of the public and to prospective buyers

and users within the territory covered by the afore-

said Marshal & Stearns Company license and

within the territory wherein the infringements

herein complained of have been committed; that

they have manufactured and offered for sale, and

have sold, a considerable number of said patented

articles; that their business has been seriously in-

terfered with in respect to said [6] patented

articles in their aforesaid exclusive territory by

reason of the unlawful interference by defendant

and of the infringements by defendant herein com-

plained of.

IX.

That since the issuance of said letters patent,

sufficient notice thereof has been given to the

public, as required by law, by affixing to the de-

vices manufactured thereunder the word ^^ Pat-

ented," together with the day and year the said

letters patent were granted.

X.

That wdthin six years last past, and since the

issuance of said letters patent here in suit, and

since the going into effect of the aforesaid license

from the said plaintiffs Verne L. Holmes, Gene

C. Holmes and Bondorra Holmes, doing business

as Holmes Bed Manufacturing Company, unto the

said plaintiff Marshall & Stearns Company, and

within the Northern District of California and in
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the Southern Division thereof, and elsewhere in

the United States, and before the commencement

of this suit, the above-named defendant. Rip Van
"Winkle Wall Bed Co., without the license or con-

sent of plaintiffs, or any of them, and against

the will of the plaintiffs, or any of them, made,

used and sold w^all beds containing and embody-

ing the invention described in and claimed by said

letters patent No. 1,074,592 and each and all of

the claims thereof; that by reason of the said in-

fringement the defendant has, as the plaintiffs are

informed and believe and so allege the fact to be,

realized profits and plaintiffs have suffered dam-

ages, the amounts of such profits being unknown

to plaintiffs and can be ascertained only by an

accounting; and that defendant threatens to con-

tinue, and plaintiffs believe that it will [7] con-

tinue, unless restrained by this Court, unlawfully

to make, use and sell the aforesaid patented in-

vention, in infringement of each and all of the

claims of said letters patent No. 1,074,592, and in

violation of the rights of plaintiffs thereunder.

WHEREUPON plaintiffs pray a decree of this

Court against the defendant as follows:

First. That upon the filing of this bill a pre-

liminary injunction be granted to plaintiffs en-

joining and restraining the defendant, its officers,

agents, servants, workmen, attorneys and em-

ployees pendente lite, from making, using or sell-

ing, or threatening, advertising or offering to make,

use or sell any bed embodying or containing the in-
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Tention disclosed and claimed in and by said Letters

Patent No. 1,074,592 and from further infringing

upon said letters patent and from further contribut-

ing to or aiding or abetting the infringement of said

letters patent No. 1,074,592, either directly or in-

directly, or in any manner whatsoever.

Second. That upon the final hearing of this

cause defendant, its officers, agents, servants, em-

ployees and others acting under its direction and/or

in its behalf, and each of them, be permanently and

finally enjoined and restrained from making, using,

or selling any article, device, machine or apparatus

which infringes upon said letters patent No.

1,074,592 or upon each or all of the claims thereof

or any of them, and that a w^rit of injunction be

issued out of and under the seal of this Court, en-

joining said defendant, its officers, agents, servants,

employees and others acting under its direction

and/or in its behalf as aforesaid. [8]

Third. That an accounting be ordered and that

it be decreed that plaintiffs have and recover from

the defendant the profits realized by defendant, and

the damages sustained by the plaintiffs, from and

by reason of the infringement aforesaid, together

with the cost of suit, but the amount of said dam-

ages and/or prots be trebled by reason of the will-

fulness of the infringement, and plaintiffs pray such

other and further relief as to the Court may seem
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proper and in accordance with equity and good con-

science.

VERNE L. HOLMES,
GENE C. HOLMES and

BONDORRA HOLMES,
Individually and as a Copartnership Doing Busi-

ness Under the Firm Name and Style of

Holmes Bed Manufacturing Company.

MARSHALL & STEARNS COMPANY (a

Corporation), and

RUTH B. ANDERSON,
Plaintiffs.

By HARRY B. STEARNS,
President and General Manager of Marshall &

Stearns Company.

CHAS. E. TOWNSEND,
WM. A. LOPTUS,
WM. S. GRAHAM,

Attorneys and Solicitors for Plaintiffs.

United States of America,

Northern District of California,

City and County of San Francisco,—ss.

Harry B. Stearns, being duly sworn, deposes and

says that he is president and general manager of

Marshall & Stearns Company, one of the plaintiffs

in the within entitled action; that he has read the

foregoing bill of complaint and knows the con-

tents thereof; that the same is true of his own

knowledge, except as to the matters which are

therein stated on his [9] information or belief,
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and as to those matters, that he believes them to

be true.

HARRY B. STEARNS.

Subscribed and sworn to before me this 3d day

of November, 1925.

[Seal] LOUISE BEARDIN,
Notary Public in and for the City and County of

San Francisco, State of California.

[Endorsed]: Filed November 3d, 1925. [10]

[Title of Court and Cause.]

ANSWER.

Rip Van Winkle Wall Bed Co., a corporation,

defendant in the above-entitled suit, answering the

bill of complaint herein, admits, denies and alleges

as follows:

1. Answering Paragraph I of said bill of com-

plaint, defendant alleges it is without knowledge

of the allegations contained in said paragraph.

2. Answering Paragraph II of said bill of com-

plaint, defendant admits the allegations thereof.

3. Answering Paragraph III of said bill of

complaint, defendant admits the allegations thereof.

4. Answering Paragraph IV of said bill of com-

plaint, defendant denies that one Robert H. Ander-

son was the first, original, sole or any other inventor

of a certain new or useful invention entitled ^^wall

bed,'' which invention is alleged to be now set

forth and described in the specification and claims
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forming a part of letters patent of the United

States No. 1,074,592, dated the 30th day of Sep-

tember, 1913; admits that said Robert H. Ander-

son on December 19th, 1910, filed in the Patent

Office of the United States an application for let-

ters patent; admits that prior to the issuance of

said patent the said Robert H. Anderson did by

an instrument in writing, duly executed, sell, as-

sign and transfer all his right, title and interest,

in and to said alleged invention and letters patent

therefor when granted, to Ruth B. Anderson, her

heirs and assigns; admits that thereafter, to wit;

on the 30th day of September, 1913, letters patent

of the United States for said alleged invention.

No. 1,074,592 were duly granted, issued, and de-

livered to the said Ruth B. Anderson, said letters

patent being granted, issued and delivered in due

form [11] of law in the name of the United

States of America, under the seal of the Patent

Office of the United States, and signed by the Com-

missioner of Patents of the United States; denies

that there was granted to Ruth B. Anderson, her

heirs and assigns, the sole and exclusive right to

make, use and vend said alleged invention through-

out the United States and the territories thereof,

for a period of seventeen (17) years from Sep-

tember 30, 1913; admits that prior to the issuance

of said letters patent all proceedings were had and

taken which were required by law to be had and

taken prior to the issuance of letters patent of the

United States for new and useful inventions; ad-

mits that a more particular description of the said
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alleged invention alleged to be patented in and by

said letters patent will more fully appear from the

letters patent themselves, which are alleged to be

ready in court to be produced by plaintiffs and of

which defendant demands oyer.

5. Answering Paragraph V of said bill of com-

plaint, defendant denies that on or about April

15, 1921, or at any other time, by a duly executed

instrument in writing or at all, the plaintiffs Verne

L. Holmes, Gene C. Holmes or Bondorra Holmes,

doing business under the firm name or style of

Holmes Bed Manufacturing Company, or any other

name, or at all, became vested with the exclusive

right of manufacture, sale, or use under said An-

derson patent in suit throughout the United States

or anywhere, for the unexpired or any other term

of said patent or at all ; denies that said alleged ex-

clusive agreement with said Ruth B. Anderson is

still in full force or effect, and in that respect de-

fendant alleges that an agreement was made under

date of April 15, 1921, but that said agreement only

vests said plaintiffs with a nonexclusive right in

a limited territory of manufacture, sale or use

under said Anderson patent and for the unexpired

term thereof ; and defendant demands oyer of said

agreement.

6. Answering Paragraph VI of said bill of com-

plaint, defendant [12] alleges it is without

knowledge of the allegations contained in said para-

graph.

7. Answering Paragraph VII of said bill of com-

plaint, defendant alleges it is without knowledge of
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the allegations contained in said paragraph but de-

nies that except for the alleged infringements by

defendant, the public has in general or at all ac-

quiesced in the validity of said letters patent or the

rights of the plaintiffs thereunder and in that re-

spect defendant alleges that the public generally

has at no time, or at all, acquiesced in the validity

of said letters patent and has no time, or at all,

acquiesced in the rights of plaintiffs thereunder.

8. Answering Paragraph VIII of said bill of

complaint, defendant alleges it is without knowledge

of the allegations contained in said paragraph,

but denies that there has been any unlawful inter-

ference by defendant or any infringement by de-

fendant of valid letters patent.

9. Answering Paragraph IX of said bill of com-

plaint, defendant alleges it is without knowledge

of the allegations contained in said paragraph.

10. Answering Paragraph X of said bill of com-

plaint, defendant denies that within six (6) years

last past or since the issuance of said letters patent

herein sued on or since the alleged going into effect

of the aforesaid license from the said plaintiffs

Verne L. Holmes, Gene C. Holmes and Bondorra

Holmes, doing business under the firm name and

style of Holmes Bed Manufacturing Company,

unto the said plaintiffs Marshall & Stearns Com-

pany, or within the Northern District of California

and in the Southern Division thereof or elsewhere

in the United States or before the commencement

of this suit or at all, the [13] above-named de-

fendant Pip Van Winkle Wall Bed Co., without
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the license or consent of plaintiffs or any of them,

or at all, or against the will of the plaintiffs or any

of them, or at all, made, used or sold wall beds con-

taining or embodying any invention described in

and claimed by said letters patent No. 1,074,592 or

each or all of the the claims thereof; denies that by

reason of infringement, the defendant has realized

profits and plaintiffs have suffered damages and

admits that the amounts of said alleged profits are

unknown to plaintiffs but denies that they can be

ascertained by an accounting; denies that defend-

ant threatens to continue, unless restrained by this

court, unlawfully to make, use or sell the afore-

said alleged patented invention, in alleged infringe-

ment of each or all of the claims of said letters

patent No. 1,074,592 and in alleged violation of the

plaintiffs thereunder and in that respect defendant

alleges that said letters patent and each ,and all of

the claims thereof are invalid.

11. And for a separate and further defense de-

fendant alleges that said Robert H. Anderson was

not the original, or first inventor of the thing

claimed to be patented in and by said letters pat-

ent in suit nor of any material or substantial part

thereof, but that prior to the supposed invention

thereof by the said Robert H. Anderson, the same

was described, disclosed, or patented in the follow-

ing-named letters patent of the United States, to

wit:
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United States Letters Patent.

No. 84,466 Arnand Dee. 1, 1868

189,776 Pabst Apr. 17, 1877

277,046 Meissner May 8, 1883

[14]

700,501 James May 20, 1902

748,563 Ruggles Dec. 29, 1903

756,371 James Apr. 5, 1904

825,840 James July 10, 1906

828,481 James Aug. 14, 1906

854,171 Merrill May 21, 1907

892,668 Jordan July 7, 1908

972,462 Merrill Oct. 11, 1910

886,622 Merrill May 5, 1908

12. And for a separate and further defense, de-

fendant alleges that the thing purported to be pat-

ented in and by the letters patent in suit did not

in view of the prior art involve the faculty of in-

vention in its production.

13. And for a separate and further defense, de-

fendant alleges that by reason of the state of the art

at the time of the alleged invention by the said

Robert H. Anderson, said letters patent, if valid,

which is denied, must be construed so limitedly as

to cover only the particular species of device dis-

closed therein and not to cover any device manu-

factured and sold by defendant and known as the

^' Ideal" type of wall bed.

14. And for a separate and further defense, de-

fendant alleges that on or about December 13, 1920,

it obtained an exclusive license from plaintiff Ruth

B. Anderson to manufacture, use and sell wall beds
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covered by said letters patent in the States of Wash-

ington, Oregon, Idaho, Montana, and in the State of

California, excepting the counties of Monteray,

San Benito, Merced, Mariposa, Tuolumne, Mono,

Madera, Fresno, Tulare, Kings, Kern, San Luis

Obispo, Santa Barbara, Ventura, Los Angeles, Inyo,

San Bernardino, Orange. Riverside, [15] San

Diego and Imperial which said license agreement

under the terms thereof could be revoked by said

Ruth B. Anderson or by said defendant, six (6)

months after written notice of revocation shall have

been given by either of said parties to the other,

and that neither said Ruth B. Anderson nor said

Rip Van Winkle Wall Bed Co., has given to the

other written notice of such revocation.

15. And for a separate and further defense, de-

fendant alleges on information and belief that on or

about April 15, 1921, by a written instrument exe-

cuted by Ruth B. Anderson and her husband Robert

H. Anderson, said Verne L. Holmes, Gene C.

Holmes and Bondorra Holmes, doing business under

the firm name and style of Holmes Bed Manufac-

turing (Company, obtained at most, a nonexclusive

license under said letters patent to manufacture,

sell and use wall beds throughout the territory of

the United States and that the plaintiffs Verne L.

Holmes, Gene C. Holmes and Bondorra Holmes,

doing business under the firm name and style of

Holmes Bed Manufacturing Company and its sub-

licensee, plaintiff Marshall & Stearns Company have

obtained and now have at most only a nonexclusive

license under said letters patent, in said territory,
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and said plaintiffs and each of them are improper

parties plaintiff to this suit.

16. And for a separate and further defense, de-

fendant alleges that the claims of said letters pat-

ent were so limited by the alleged inventor, Robert

H. Anderson, in the prosecution of his application

for letters patent in the United States Patent Of-

fice, that they must be construed to cover only the

particular wall bed structure shown and described

in said letters patent.

17. And for a separate and further defense, de-

fendant [16] alleges that Verne L. Holmes, Gene

C. Holmes and Bondorra Holmes, doing business

under the firm name and style of Holmes Bed
Manufacturing Company, and Ruth B. Anderson,

and Marshall & Stearns Company, plaintiffs herein,

are jointly and severally guilty of laches and un-

reasonable delay, and each and all of them are es-

topped from bringing this suit by reason of the fol-

lowing facts, to wit:

Defendant began the manufacture and sale of a

wall bed known as the ^'Duplex" type in the year

1920 and commenced the manufacture and sale of

a wall bed known as the ^^ Ideal" type in 1921, both

of said types of wall beds being placed on the

market and sold in large numbers; that defendant

obtained an exclusive license on December 13, 1920,

under said letters patent of the United States No.

1,074,592, for the States of Washington, Oregon,

Idaho, Montana and certain counties in Northern

and Central California as aforesaid ; that the future

payments made by defendant under said exclusive
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license were assigned by Ruth B. Anderson, the li-

censor, to Verne L. Holmes, Gene C. Holmes and

Bondorra Holmes, a copartnership, doing business

under the firm name and style of Holmes Bed

Manufacturing Company, on or about April 15,

1921; that commencing on or shortly after Decem-

ber 13, 1920, defendant paid to Ruth B. Anderson,

a royalty of one dollar ($1.00) per bed for each wall

bed manufactured and" sold by it of the ''Duplex"

type, which paj^ment was continued until April 15,

1921 or shortly thereafter; that commencing on or

shortly after April 15, 1921, said defendant paid

to Verne L. Holmes, Gene €. Holmes and Bondorra

Holmes, a copartnership doing business under the

firm name and style of Holmes Bed Manufactur-

ing Company, a royalty of one dollar ($1.00) per

bed for each wall bed manufactured and sold by it

of the ''Duplex" type, which payment was con-

tinued until March, 1925; that plaintiffs Ruth B.

Anderson and Verne L. Holmes, Gene C. Holmes

and Bondorra Holmes, a copartnership, doing busi-

ness under the firm name and style of Holmes Bed

Manufacturing Company, during the times that

they were respectively accepting said royalty [17]

payments for wall beds of the "Duplex" type were

aware of and well knew that defendant also manu-

factured and sold a wall bed known and the "Ideal"

type but said plaintiffs and each of them stood

idly by and allowed defendant to build up a large

and lucrative business and spend large sums of

money therein without claiming that said wall beds

of the "Ideal" type were infringements of the
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patent herein sued on, or notifying the defendant

such wall beds were infringements of said patent or

asserting that a royalty was due under the terms of

said exclusive license agreement for the manufac-

ture and sale of said ^^ Ideal" type of wall bed;

that at no time did defendant pay a royalty under

said letters patent to Ruth B. Anderson or Verne

L. Holmes, Gene C. Holmes or Bondorra Holmes

or to Holmes Bed Manufacturing Company on said

''Ideal" type; that the rights of Marshall & Stearns

Company having been derived from and through

the aforesaid plaintiffs are no better than the

rights of said aforesaid plaintiffs ; that by reason of

such facts plaintiffs herein are, and each of them is

estopped from now asserting and insisting that the

said wall beds known as the ''Ideal" type are in-

fringement of the patent herein sued on and from

instituting and prosecuting this suit with respect to

said "Ideal" type of wall beds.

WHEREFORE defendant prays that the bill of

complaint herein be dismissed and that it have its

costs herein.

RIP VAN WINKLE WALL BED CO.

By NEIL SINCLAIR,
Vice-President.

A. W. BOYKEN,
Attorney for Defendant. [18]

United States of America,

Northern District of California,

City and County of San Francisco,—ss.

Neil Sinclair, being duly sworn, deposes and says

that he is vice-president of Rip Van Winkle Wall
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Bed Co., a corporation, defendant in the above-en-

titled cause; that he has read the foregoing answer

and knows the contents thereof; that the same is

true of his own knowledge, except as to matters

therein stated on information and belief; and as to

those matters he believes it to be true.

NEIL SINCLAIR.

Subscribed and sworn to before me this 20th day

of November, 1925.

[Seal] EUGENE P. JONES,
Notary Public in and for the City and County of

San Francisco, State of California.

[Indorsed] : Piled November 23, 1925.

Receipt of a copy of the within answer admitted

this 23d day of November, 1925.

CHAS E. TOWNSEND,
Attorneys for Plaintiffs. [19]

At a stated term of the Southern Division of the

United States District Court for the Northern

District of California, held at the courtroom

thereof, in the City and County of San Fran-

cisco, on Friday, the 2d day of April, in the year

of our Lord one thousand nine hundred and

twenty-six. Present, the Honorable FRANK
H. KERRIGAN, District Judge.

[Title of Cause.]

MINUTES OF COURT—APRIL 2, 1926—OR-

DER DIRECTING ENTRY OF DECREE.

This cause, heretofore tried and submitted, being



22 Eip Van Winkle Wall Bed Co,

now fully considered, it is ordered that a decree be

signed, filed and entered herein in favor of plain-

tiffs as prayed. [20]

(Title of Court and Cause.)

DECREE FOR INJUNCTION AND ACCOUNT-
ING.

This cause having heretofore come on regularly

to be heard before the Court upon the pleadings and

proofs, documentary and oral, taken and submitted

in the case, and being of record therein; and the

cause having been duly argued and submitted to the

Court for its consideration and decision; and the

Court being fully advised in the premises,

IT IS ORDERED, ADJUDGED AND DE~
CREED

:

(1) That United States letters patent No.

1,074,592, issued September 30, 1913, to Ruth B.

Anderson, as assignee of Robert H. Anderson, be-

ing the letters patent referred to in the bill of com-

plaint herein, are good and valid in law, (particu-

larly with respect to claims 1 and 3, being the only

claims sued on) and that the patented invention is

of great practical utility and benefit.

(2) That the said Robert H. Anderson was the

first, original and true inventor of that certain new
and useful improvement in wall bed, described and

claimed in said letters patent.

(3) That prior to the commencement of this

action the plaintiffs, Verne L. Holmes, Gene C.
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Holmes and Bondorra Holmes (a copartnership

doing business under the firm name and style of

Holmes Bed Manufacturing Company), became

vested with the exclusive right of manufacture, sale

and/or use under said Anderson patent in suit

throughout the United States and for the unex-

pired term of said patent; and that the plaintiff,

Marshall & Stearns Company, a corporation duly

organized and [21] existing under and by virtue

of the laws of the State of California, became vested

with the exclusive right of manufacture and sale

of beds embodying the invention and improvements

contained in and covered by said Anderson patent

in suit and throughout the Northern District of

California.

(4) That the defendant. Rip Van Winkle Wall

Bed Co., a corporation duly organized and existing

under and by virtue of the laws of the State of

California, has infringed upon said letters patent

and upon the exclusive rights and privileges of the

plaintiffs under the same; and that said infringe-

ment continued after due notice of plaintiffs ' rights,

as charged in the bill of complaint.

And IT IS FURTHER ORDERED, AD-
JUDGED AND DECREED

:

(5) That defendant, its officers, agents, servants,

attorneys, workmen and employees, and each of

them, be, and they are, and each of them is hereby

permanently enjoined and restrained from making,

using, or selling, or causing to be made, used or

sold, any device or apparatus embodying or con-

taining the invention described and claimed in and
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by the said plaintiffs' patent No. 1,074,592, and

particularly claims 1 and 3 thereof, and especially

from making, using, selling, or advertising, or

causing to be made, used or sold, or offering for sale,

directly or indirectly, those particular beds or types

of beds of defendant known to the trade and identi-

fied in the record as ^^ Duplex" and ^^ Ideal" and/or

either of them; and from infringing upon and

from contributing to the infringement of said pat-

ent, directly or indirectly, and that a permanent

writ of injunction issue out of and under the seal

of this court, commanding and enjoining said de-

fendant, its officers, [22] agents, servants, at-

torneys, workmen and employees, and each of them,

as aforesaid.

(6) That plaintiffs have and recover of and

from the said defendant. Rip Van Winkle Wall

Bed Co., a corporation, the profits which said de-

fendant has realized; and/or the damage which

plaintiffs and/or any of them have sustained from

and by reason of the infringement aforesaid; and

for the purpose of ascertaining and stating the

amount of said profits and damages, this cause is

hereby referred to Harry M. Wright, as Special

Master pro hac viee, to ascertain, take, state and

report to this Court an account of all the profits re-

ceived, realized or accrued by, or to the defendant,

and to assess all the damages suffered by the plain-

tiffs from and by reason of the infringement afore-

said ; that on said accounting the plaintiffs have the

right to cause an examination of the respective

officers, agents, servants, workmen and employees,
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and each of them ore tenus, and also be entitled to

the production of the books, vouchers, documents

and records of the defendant, its officers, agents,

servants, workmen and employees, and each of them,

in connection with the accounting; that said de-

fendant, its officers, agents, servants, workmen and

employees, and each of them, attend for such pur-

pose before the Master from time to time as the

Master shall direct; that the plaintiffs shall have

and recover their costs and disbursements in this

suit to be hereafter taxed; and that plaintiffs have

the right to apply to the Court from time to time

for such other and further relief as may be neces-

sary and proper in the premises.

FRANK H. KERRIGAN,
United States District Judge.

Dated, April 7th, 1926.

[Endorsed] : Entered and tiled April 7th, 1926.

[23]

[Title of Court and Cause.]

STATEMENT OF EVIDENCE AND PRO-
CEEDINGS IN SIMPLE AND CON-
DENSED FORM AS PROVIDED BY
EQUITY RULE 75.

The bill of complaint in the above-entitled suit

was filed on November 3d, 1925, at the same time

plaintiffs obtained an order to show cause why a

preliminary injunction should not be granted.

Plaintiffs and defendant both filed affidavits and
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the motion for preliminary injunction came on for

argument before Honorable A. P. St. Sure, District

Judge, who granted the motion on January 18th,

1925, but stayed the issuance and operation of the

preliminary injunction upon the defendant filing

a bond in the sum of Five Thousand Dollars ($5,-

000.00) and submitting certain verified weekly

statements. The bond was filed and the weekly

statements have been submitted.

The case came up for trial on its merits on

March 23d, 1926, at San Francisco, California, be-

fore Honorable Frank H. Kerrigan, District Judge.

Charles E. Townsend, Esq., appeared as coun-

sel for plaintiffs and A. W. Boyken, Esq., ap-

peared as counsel for defendant.

The trial of the case was held in open court, com-

mencing on March 23d, and continued on March

24th and 25tli, and the case was orally argued by

respective counsel on March 27th, at which time

briefs were also filed. The Court rendered its de-

cision on April 2, 1926, for the plaintiffs. There-

after this appeal was taken.

Plaintiffs offered in evidence as Exhibit 1, copy

of the [24] patent in suit, namely, U. S. patent

No. 1,074,592, dated September 30, 1913, entitled

''Wall Bed," application filed December 19, 1910,

the application being filed by Robert H. Anderson,

assignor, to Ruth B. Anderson, of San Diego, Cali-

fornia.

Plaintiffs offered in evidence as Exhibit 2, certi-

fied copy of the file-wrapper and contents of the

said Anderson patent.
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Plaintiffs offered in evidence as Exhibit 3, a copy

of the transcript on appeal, the book of exhibits

and the briefs of the parties in the case of Rip

Van Winkle Wall Bed Co. vs. Murphy Wall Bed
Co., reported in 1 Fed. (2d) 673, to which offer de-

fendant objected and said objection was sustained

by the Court. An exception was noted.

Plaintiffs then offered in evidence the affidavit

of Neil Sinclair accompanied by a license agree-

ment between Ruth B. Anderson and the Rip Van

Winkle Wall Bed Co., the same appearing between

pages 61 and 67 of the record in said case of Rip

Van Winkle Wall Bed Co. vs. Murphy Wall Bed

Co. The exhibit is as follows:

'^In the District Court of the United States for the

Northern District of California, Third Divi-

sion.

"m EQUITY—No. 1079.

'^MURPHY WALL BED COMPANY and MAR-
SHALL & STEARNS COMPANY,

Plaintiffs,

vs.

'^RIP VAN WINKLE WALL BED CO.,

Defendant. [25]
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^^AFFIDAVIT OF NEIL SINCLAIE FOR USE
IN OPPOSITION TO MOTION FOR PRE-
LIMINARY INJUNCTION.

''State of California,

City and County of San Francisco,—ss.

"Neil Sinclair, being duly sworn, deposes and

says

:

"I am vice-president and general manager of the

Eip Van Winkle Wall Bed Co., defendant in the

above-entitled suit.

"On or about the thirteenth day of December,

1920, the Rip Van Winkle Wall Bed Co. secured

a license under Anderson patent No. 1,074,592, is-

sued on September 30, 1913, on an application filed

December 19, 1910. A copy of said patent is at-

tached to the affidavit of George J. Henry as Ex-

hibit 1, and a copy of said license is attached hereto

as Exhibit 'A.' The said license is still and has

been since the filing of this suit, in full force and

effect and the Rip Van Winkle Wall Bed Co. has

since September 30, 1913, and now is paying a li-

cense fee or royalty of one ($1.00) dollar for each

and every wall bed manufactured and sold under

said patent.

"In addition to operating under a license of the

Anderson patent, the company has also a license

under my own patent. No. 1,303,509, issued to me

on May 13, 1919. This patent, shows a wide open-

ing through which a standard double bed is passed,

the opening adapted to be closed by two doors of



vs. Verne L. Holmes et al. 29'

approximately the same width. The vertical axis

upon which the bed is mounted is central of the

opening. A copy of this patent is hereto attached

as Exhibit 'B.'

^^I have read the affidavit of Bernard M. Doolin,

tiled by plaintiff herein, and have examined Ex-

hibit 6 which is attached to said affidavit. This

exhibit does not correctly represent the structure

manufactured by the Rip Van Winkle Wall Bed

Co., and for that reason I have had a drawing

made, which does correctly represent such struc-

ture, and I attach the same [26] hereto as Ex-

hibit ^C
^^In every case, the wall beds of this type sold by

the Rip Van Winkle Wall Bed Co. are of less

width than the opening through which they pass.

Likewise in every case where my company has in-

stalled wall beds, the opening through which the

beds pass have always been closed by double doors.

The beds sold by my company have always been at-

tached to doors which revolve about a central ver-

tical axis, and at no time has my company ever

manufactured, sold or installed wall beds which

were attached to doors hinged at one vertical side

of an opening. The axis upon which such beds

have always revolved, was in each case at least ^
and usually % of the distance from one vertical

side of an opening, which opening has always been

specified five feet in width.

''I have also read the affidavit of Harry B.

Stearns, filed by plaintiff herein, and particularly

a statement that about eighteen months ago his at-
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tention was directed to a certain wall bed exhibited

by my company whicb was thouglit to infringe the

Murphy patent herein sued on and that the officers

of the Eip Van Winkle Wall Bed Co. agreed to

discontinue and for a time discontinued said al-

leged infringement.

'^I am one of the officers of the company with

whom the so-called agreement was made. The

agreement, however, was that the Rip Van Winkle

Wall Bed Company would temporarily discontinue

the manufacture of the beds complained of, until

it could secure legal advice as to whether or not

such beds actually infringed the said Murphy pat-

ent. On behalf of the company I did secure such

legal advice, which was to the effect that the beds

complained of did not infringe said patent. There-

upon my company continued the manufacture and

sale of the beds.

'^NEIL SINCLAIR. [27]

''Subscribed and sworn to before me this 21st

day of November, 1923.

''(Seal) EUGENE P. JONES,
*' Notary Public in and for the City and County of

San Francisco, State of California.

"EXHIBIT 'A.'

"LICENSE AGREEMENT.

"It is mutually agreed by and between Ruth B.

Anderson, of San Diego, California, party of the

first part and Rip Van Winkle Wall Bed Co. a

corporation duly organized and existing under the
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laws of the State of California and having its

principal place of business in Oakland, California,

party of the second part, as follows:
^^WHEREAS the party of the first part is the

owner and the holder of letters patent No. 1,074,-

592, issued by the United States Patent Office, cov-

ering certain improvements upon wall beds,

granted to Robert H. Anderson, husband of the

party of the first part, under date of September 30,

1913, and later assigned by said Robert H. Ander-

son to the party of the first part who is now the

owner thereof, and;

''WHEREAS the party of the second part is de-

sirous of acquiring an exclusive license to manu-

facture, use and sell the wall beds, covered by said

letters patent in Washington, Oregon, Idaho, Mon-

tana, and a portion of the State of California, for

a consideration of $1.00 per bed for each wall bed

manufactured and sold.

''NOW, THEREFORE, it is mutually agreed

between the parties hereto that the party of the

first part will and does hereby grant to the party

of the second part the exclusive right to manufac-

ture wall beds, covered by said letters patent in the

States of Washington, Oregon, Idaho and Mon-

tana and the State of California, excepting the

Counties of Monterey, San Benito, [28] Merced,

Mariposa, Tuolumne, Mono, Madera, Fresno, Tu-

lare, Kings, Kern, San Luis Obispo, Santa Bar-

bara, Ventura, Los Angeles, Inyo, San Bernardino,

Orange, Riverside, San Diego and Imperial; and

no other place or places.
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"The said party of the second part is to pay to

the said party of the first part, as hereinbefore set

forth, the sum of one ($1.00) dollar for each and

every of such wall beds covered by said letters pat-

ent, manufactured and sold by the said party of

the second part.

'^IT IS FURTHER AGREED and understood

between the parties hereto that the license to be

paid each month shall not be less than Ten ($10.-

00) Dollars for each month.

''IT IS FURTHER AGREED and understood

that the , aid party of the second part shall make

all reasonable efforts to introduce and sell the beds

described and covered by said letters patent and

to push the sale of said beds in said territory

ahead of any other beds that it is marketing and

that said party of the second part will keep an ac-

curate account of all such beds so manufactured

and sold.

''IT IS FURTHER AGREED and understood

between the parties hereto that the party of the

second part shall make a full and true returns un-

der oath to the party of the first part of all such

beds so manufactured and sold by it and receipts

of sales, each and every month.

"IT IS FURTHER AGREED and understood

between the parties hereto that the party of the

second part shall pay to the party of the first part

all royalties to become due hereunder, on or before

the 11th day of each and every month for all beds

sold during the prior month.
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'^IT IS FURTHER AGREED and understood

between the parties hereto that the party of the

second part shall not sell, assign [29]

Plaintiffs offered in evidence affidavit of George

J. Henry, expert for defendant Rip Van Winkle
Wall Bed Co., in the case of Rip Van Winkle
Wall Bed Co. vs. Murphy Wall Bed Co., to which

offer defendant objected and said objection was

sustained by the Court and an exception noted.

The Court then stated that it would take ju-

dicial notice of all the files and records in this case.

Plaintiffs read into the record portions of the

answer herein as follows

:

^'Admits that said Robert H. Anderson, on De-

cember 19, 1910, filed in the Patent Office of the

United States an application for letters patent;

admits that prior to the issuance of said paent the

said Robert H. Anderson did by an instrument in

writing, duly executed, sell, assign and transfer all

of his right, title and interest, in and to said al-

leged invention and letters patent therefor when

granted, to Ruth B. Anderson, her heirs and as-

signs; admits that thereafter, to wit, on the 30th

day of September, 1913, letters patent of the

United States for said alleged invention No. 1,074,-

592 were duly granted, issued, and delivered to the

said Ruth B. Anderson, said letters patent being

granted, issued and delivered in due form of law

in the name of the United States of America, un-

der the seal of the Patent Office of the United

States, and signed by the Commissioner of Patents

of the United States."
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'^Defendant alleges that on or about December

13, 1920, it obtained an exclusive license from

plaintiff, Euth B. Anderson, to manufacture, use

and sell wall beds covered by said letters patent in

the States of Washington, Oregon, Idaho, Mon-

tana, and in the State of California, excepting the

counties of Monterey, San Benito, Merced, Mari-

posa, Tuolumne, Mono, Madera, [30] Fresno, Tu-

lare, Kings, Kern, San Luis Obispo, Santa Barbara,

Ventura, Los Angeles, Inyo, San Bernardino, Or-

ange, Riverside, San Diego and Imperial, which

said license agreement, under the terms thereof,,

could be revoked by said Ruth B. Anderson or by

said defendant six months after written notice of

revocation shall have been given by either of said

parties to the other, and that neither said Ruth B.

Anderson nor said Rip Van Winkle Wall Bed Co.

has given to the other written notice of such revo-

cation.
'

'

'^That defendant obtained an exclusive license on

December 13, 1920, under said letters patent of the

United States, No. 1,074,952 for the States of

Washington, Oregon, Idaho, Montana and certain

counties in Northern and Central California, as

aforesaid; that the future payments made by de-

fendant under said exclusive license were assigned

by said Ruth B. Anderson, the licensor, to Verne

L. Holmes, Gene C. Holmes, and Bondorra Holmes

a copartnership, doing business under the firm

name and style of Holmes Bed Manufacturing Co.,

on or about April 15, 1921 ; that commencing on or

shortly after December 13, 1920, defendant paid
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to Euth B. Anderson, a royalty of $1.00 per bed

for each wall bed manufactured and sold by it of

the Duplex type, which payment was continued

until April 15, 1921, or shortly thereafter; that

commencing on or shortly after April 15, 1921,

said defendant paid to Verne L. Holmes, Gene C.

Holmes, and Bondorra Holmes, a copartnership

doing business under the firm name and style of

Holmes Bed Manufacturing Company, a royalty

of $1 per bed for each wall bed manufactured and

sold by it of the Duplex type, which payment was

continued until March, 1925."

^^ Defendant alleges on information and belief

that on or about April 15, 1921, by a written instru-

ment executed by Ruth [31] B. Anderson and

her husband, Robert H. Anderson, said Verne L.

Holmes, Gene C. Holmes and Bondorra Holmes,

doing business under the firm name and style of

Holmes Bed Manufacturing Co., obtained at most

a nonexclusive license under said letters patent to

manufacture, sell and use wall beds throughout the

territory of the United States, and that the plain-

tiffs Verne L. Holmes, Gene C. Holmes, and Bon-

dorra Holmes, doing business under the firm name

and style of Holmes Bed Manufacturing Co., and

its sublicensee, plaintiff, Marshall & Stearns Co.,

have obtained and now have at most only a nonex-

clusive license under said letters patent in said ter-

ritory.
'

'

Plaintiffs also read into the record portions of

the affidavit of Neil Sinclair, vice-president of Rip

Van Winkle Wall Bed Co., said affidavit having



36 Eip Van Winkle Wall Bed Co.

been made in opposition to the motion for a pre-

liminary injmiction herein. The portions read

were as follows:

Mr. TOWNSEND.—^^My company, at first, had

been manufacturing the two-door type of wall bed

without knowledge of the existence of the Ander-

son patent. Under date of May 14, 1920, we re-

ceived a letter from Mrs. Ruth B. Anderson, call-

ing attention for the first time to said Anderson

patent, and threatening us with an infringement

suit. The Rip Van Winkle Wall Bed Co. had then

been incorporated for less than a year, and had

small assets, and suit for infringement of a patent

would have been extremely serious and possibly

ruin our credit and business. Furthermore, we

had no funds available to defend such a suit. Af-

ter some consideration, but without consulting a

patent attorney, my company decided to obtain, if

possible, an exclusive license under said Anderson

patent, and such a license was obtained for a lim-

ited territory, and is dated December 13, 1920, and

a copy [32] thereof is attached to the affidavit

of Gene C. Holmes, filed on behalf of plaintiffs

herein.
'

'

And, continuing:

^'This license continued, it is alleged in the affi-

davit of said Stearns, until September 11, 1925, or

a period of approximately four years and nine

months. During this period, and until about

March, 1925, my company paid a royalty of $1 each

for all wall beds manufactured of the type re-

ferred to in said Stearns affidavit as Duplex.''
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''During the year 1924 and at other times my
company had a license under said Anderson patent,

a copy of which license is attached to the affidavit

of said Holmes, and under which it will be seen that

my company had the exclusive right to manufacture

wall beds, covered by said letters patent, in the

States of Washington, Oregon, and elsewhere.

''Under the terms of an agreement dated April 15,

1921, hereto attached as Exhibit 10, the said license

to my company was transferred by Ruth B. Ander-

son to Holmes Bed Manufacturing Company, a co-

partnership."

"This license continued, it is alleged in the affi-

davit of said Stearns, until September 11, 1925, or a

period of approximately four years and nine

months. During this period and until about March,

1925, my company paid a royalty of $1," etc. I

have just read that.

"On July 18, 1923, Marshall & Stearns Co. and

Murphy Wall Bed Company filed a suit against my
company for infringement of the Murphy re-issued

patent No. 13,428, and obtained a preliminary in-

junction. On appeal, however, the injunction was

dissolved and the suit ordered dismissed. The Ap-

pellate Court opinion is published in 1 Federal (2d)

673. Marshall & Stearns, [33] having been de-

feated in said suit, and doubtless realizing that my

company was a keen business competitor, through

some means not disclosed in this record succeeded,

as I am informed and believe, in inducing said

Holmes Bed Manufacturing Co. and the individual

members of the partnership, without cause, to send
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a notice of cancellation of our license under the

Anderson patent, and obtain a license for them-

selves."

Defendant then admitted that it received the

following letter, which was introduced in evidence

by plaintiffs as Exhibit 3

:

PLAINTIFFS' EXHIBIT No. 3.

'^March 9, 1925.

^^Eip Van Winkle Wall Bed Co., a Corporation,

Oakland, Calif.

'^Gentlemen:

^^You will please take notice, that the under-

signed, as assignees of Ruth B. Anderson, hereby

revoke that certain license agreement executed by

Euth B. Anderson to Rit; Van Winkle Bed Com-

pany, a corporation, under date the 13th day of

December, 1920, and that this is the notice provided

to be given in the said agreement, and that at the

expiration of six months from and after the service

of this notice the said license agreement will be re-

voked by reason of this notice and in accordance

with the provisions of said license agreement.

^'HOLMES BED MANUFACTURING CO.

^^By GENE C. HOLMES."
Defendant admitted that it received the following

letter shortly after the date it bears. It was intro-

duced in evidence as Plaintiffs' Exhibit 4.
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PLAINTIFFS' EXHIBIT No. 4.

'^ September 12, 1925.

''Eip Van Winkle Wall Bed Company,
792-96 22nd Street,

Oakland, California. [34]
'

' Gentlemen

:

^'Referring to exclusive license agreement be-

tween yourselves and Mrs. R. H. Anderson, cover-

ing sale of beds under Anderson patent No. 1,-

074,952, and which contract was assigned to us

by Mrs. Anderson, you are advised that six months

have elapsed since we served notice on you, March

11, 1925, cancelling this agreement, according to

terms of said agreement; and demand that you

desist from the further sale or manufacture of the

bed above referred to.

^'Very truly yours,
'

'HOLMES BED MANUFACTURING
CO.,

'^By GENE C. HOLMES.''

Counsel for plaintiffs then stated that two struc-

tures put out by defendant and known as ^' Ideal"

and ^^ Duplex" were charged to be an infringement

of claims 1 and 3 of the Anderson patent sued on.

Plaintiffs offered in evidence as Exhibits 5 and 6

certain circulars distributed by defendant and at-

tached to the affidavit of Mr. Sterns as Exhibits

^^A'' and ^^B," in support of the motion for pre-

liminary injunction herein. Defendant's counsel

admitted that said circulars were printed and dis-
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tributed by defendant corporation but stated that

they did not correctly represent the types of beds

illustrated, as there was a small inaccuracy in one

figure which shows the ^^ Ideal" installation.

Plaintiffs offered in evidence as Exhibit 7 a

photostat copy of Exhibit ^'C" attached to the affi-

davit of Neil Sinclair in the case of Rip Van
Winkle Wall Bed Co. vs. Murphy Wall Bed Co.

Plaintiffs then asked leave to read certain por-

tions of the affidavit of George J. Henry, pre-

viously referred to. [35] Defendant's counsel ob-

jected and the Court sustained the objection. An
exception w^as noted.

Plaintiffs offered in evidence nine sheets cover-

ing nine weekly sworn statements by an officer of

defendant company, as to beds made, sold and in-

stalled, of each type, by defendant since this suit

was filed. To this the defendant objected and

the objection was sustained by the Court. An ex-

ception was noted.

TESTIMONY OF HARRY B. STEARNS, FOR
PLAINTIFFS.

HARRY B. STEARNS, a witness called for the

j3laintiffs, after being duly sworn testified as fol-

lows :

I am 47 years old ; occupation, president and gen-

eral manager of the Marshall & Stearns Co. I

reside at 98 The Uplands, Berkeley. Marshall &

Stearns Co. is one of the plaintiffs in this suit.

Their general business is manufacturing and sell-

ing wall beds. I have been connected with the wall
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bed business somewhere between 21 and 22 years;

the present Marshall & Stearns Co. has been in

existence about 17 years. The company located here

in San Francisco is the Marshall & Stearns Co.

We do business all over California, in the south as

well as in this part of the State; in Washington,

Oregon, and, to some extent, in Salt Lake.

I am familiar with the two types of beds that

have been referred to here as put out by the de-

fendant, known as the Ideal bed and the Duplex

bed—have had models of both structures made and

can produce them. This is the Duplex structure;

the other is the Ideal. The first model referred

to as the Duplex structure correctly represents the

Duplex structure of the defendant. It does not

represent any other structure that we have identi-

fied by any name here other than Duplex, unless

you call it Anderson—by that I mean a hinged

door. I mean when I say '^ Anderson," that it is

made under the Anderson patent. [36] It sub-

stantially conforms with the drawings of the Ander-

son patent in suit.

Mr. TOWNSEND.—I offer this model in evi-

dence as Plaintiffs' Exhibit 8.

(The model was here marked Plaintiffs' Exhibit

8.)

The other model represents the Ideal; this Ideal

model is made in substantial accordance with the

Ideal bed that the defendants are selling. They

made the Ideal before this suit was brought; and

also subsequent to the bringing of this suit.
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Mr. TOWNSEND.—I offer this model of the

Ideal bed as Plaintiffs' Exhibit 9.

(The model was here marked Plaintiffs' Exhibit

9.)

Q. Will you compare for the Court the operation

of the Ideal and the Duplex, as indicated by these

models, and please state to the Court whether their

operation is substantially the same or substantially

different ?

A. Their operation is substantially the same.

Q. Will you describe how that operation is, and

illustrate it if you desire, unless it is evident to

the Court?

A. One is made a right and the other is made a

left; that is to say, one swings this way and the

other swings the other w^ay.

The COURT.—Q. These are the infringing de-

vices, are they? A. Yes, sir.

The COURT.—And are you going to introduce

a model of the plaintiffs' invention?

The WITNESS.—This is a Chinese copy of the

Anderson patent.

The COURT.—Q. What do you ^ean by a

^'Chinese copy"?

A. Identical. Both of these structures have a

hinged door ; both of them have a center pivot door,

with a bed that is wider than the door; when the

bed is around in the room, both of them [37]

overlap the wall. In both cases they have pivotal

means on the back frame. They both drop down

in the same way.
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I had a conversation with the defendant Sinclair

following the notice of revocation of the Anderson
license to the Rip Van Winkle Co., at which time

I may have given him notice of infringement After

our license had gone into effect I went over and saw

Mr. Sinclair, with the idea in mind of having a

friendly talk with him. That was in March—that

was in September or October, I cannot tell the

exact date, 1925. I took with me one of our Oak-

land salesmen, a fellow by the name of Schwartz;

we called on Mr. Sinclair at the company's office

on 22d Street. Mr. Sinclair took us into a side

room. I told him that we were now the exclusive

licensees under the Anderson patent. He seemed

somewhat surprised at that, and very much upset.

I told him that I wanted to find out what position

his company was going to take in regard to the

license that we now had and that he had just lost.

He said that they were now manufacturing the

Ideal, and the Duplex structure, were now selling

it, and that they intended to keep on selling it.

He furthermore went on and said that he had never

considered the Anderson patent any good, that he

believed it was invalid, and that if we attempted

to enforce the Anderson patent that he would break

the patent, and that that was the advice of his

attorneys. He furthermore stated that they had

so many infringement suits on hand now that an-

other infringement suit would not hurt any, and

that they had really come to the conclusion that
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infringement suits were good advertising, and sold

more beds for them. [38]

Cross-examination.

Mr. BOYKEN.—Q. I understood you in your

direct examination to say that the plaintiffs' model,

Exhibit 8, which is the Duplex, was made in con-

formity with the drawings of the Anderson patent

I am going to show you the Anderson patent, which

is in evidence with Exhibit 1 and ask you to point

out which figure of that patent the Duplex model

is supposed to represent?

A. This is a very poor drawing. I should say

that it represented all of them. I cannot see that I

could answer that question, because they all seem to

be equal to me. I should say it represents Figure

2. The doors 5 and 6 in Pig. 2 are not shown in

the model.

Q. Then in that respect this model is incorrect, is

it not?

A. It is on that patent drawing, yes; that is to

say, there is something omitted from this Duplex

here. You could put a pair of doors in back of it

and then it would be correct. As it stands, I think

it represents the other three figures of the Ander-

son patent. You called my attention to a pair of

doors—I don't think the doors are on the others.

Q. Do you also find that second pair of doors in

Fig.l of the Anderson patent?

A. Well, there is something here. This is a very

poor drawing. I presume there is a pair of doors
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there. In Fig. 3 it might be doors, or it might be

the wall. In Fig. 1 it might be the wall. I would
not want to say they are doors. There are two

lines drawn there; they might be doors or they

might be wall.

The COURT.—Your position is that they are en-

tirely immaterial?

A. That they are entirely immaterial; they have

nothing to do with the patent at all; they are not

mentioned in the claim. [39] We make what we
call a right and a left-hand bed. Supposing you

wanted the bed down, when the bed is down, if you

want it over on this side of the room you put your

pivoted door on this side ; if, on the other hand, you

want the bed down on this side, you would naturally

put your hinged door over here and you would put

your pivoted door here. In the case of these

models, they should both have been either rights or

lefts, because it is a little confusing the way they

are. It is a common thing in my business to re-

verse the doors and put the hinged door either on

the right-hand side of the opening or on the left-

hand side of the opening. It is also true of the

central pivoted door. We put it on the right-hand

side of the opening at times, and at other times on

the left-hand side of the opening, according to the

arrangement of the room. The room conditions

which determine whether or not the doors should

be one way or the other are according to the way

you want the bed. The principle that we work on

is to keep the bed from being against the wall. If
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it is up against the wall you cannot make it up

from but one side, and the object is to try and

throw the bed nearer the center of the room; that

also means that you move less furniture.

Mr. TOWNSEND.—Plaintiff rests.

Defendant offered in evidence the prior art

patents pleaded in the answer. They are as fol-

lows:

As Defendant's Exhibit ^^A," patent issued to

Arnaud, No. 84,466, on December 1, 1868.

As Defendant's Exhibit ^'B," patent to Pabst,

No. 189,776, April 17, 1877. [40]

As Defendant's Exhibit ^^C," patent to Meissner,

No. 277,046, dated April 18, 1883.

As Defendant's Exhibit ^^D," patent issued to

Euggles, No. 748,563, dated December 29, 1903.

As Defendant's Exhibit ''E," patent to James,

No. 700,501, dated May 20, 1902.

As Defendant's Exhibit '^F," patent to James,

dated April 5, 1904, No. 756,371.

As Defendant's Exhibit ^'G," patent to James,

No. 825,840, dated July 10, 1906.

As Defendant's Exhibit ^'H," patent to James,

No. 828,481, dated August 14, 1906.

As Defendant's Exhibit ''I," patent to Merrill,

No. 854,171, dated May 21, 1907.

As Defendant's Exhibit ''J," patent to Merrill,

No. 886,622, dated May 5, 1908.

As Defendant's Exhibit ^^K," patent to Merrill,

No. 972,462, dated October 11, 1910.
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As Defendant's Exhibit ''L," patent to Jordan

No. 892,668, dated July 7, 1908.

Defendant also offered in evidence as Exhibit

''M," patent No. 966,898, dated August 9, 1910, as

showing the state of the art.

Defendant then offered in as Exhibit ^^N'' copy

of agreement dated April 15, 1921, and referred to

in Paragraph V of the bill of complaint.

TESTIMONY OF NEIL SINCLAIR, FOR
DEFENDANT.

NEIL SINCLAIR, called as a witness for de-

fendant, after being duly sworn, testified as follows

:

[41]

I am vice-president and general manager of de-

fendant. Rip Van Winkle Wall Bed Company.

That concern is located at 792 22d Street, Oakland,

California. I have been in the wall bed business

ever since 1917. The Rip Van Winkle Wall Bed

Co., the defendant in this case was incorporated on

June 10, 1919. It had been a partnership prior to

that, and it was merged into a corporation at that

time. In the year 1920 we were manufacturing the

wide-door type of bed, the two-door type, and the

recess,—those three beds.

Q. With respect to the two models that are on

his Honor's desk, were you manufacturing either

or both of those at that time?

A. We were manufacturing the one known as the

Duplex we were not manufacturing the Ideal.

We first heard of the patent here in suit, some time
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in Ma}^, 1920. Mrs. Anderson wrote us a letter at

that time asking us for an accounting, and threaten-

ing to bring a suit for an accounting and damages.

We had been manufacturing the Duplex type of

bed about six months prior to the receipt of that

notice. We didn't loiow what to do for a while as

a result of that notice of infringement; we con-

sidered the proposition; we had no means to fight

a suit; it would have ruined us, it would have

ruined our credit at that time ; we had no means of

consulting a patent attorney, a reliable patent at-

torney, and so we decided that the best thing to do

would be to take out a license, if possible, under it,

and so I wrote to Mrs. Anderson asking her if

such a thing would be possible. On December 13,

1920, we entered into a license agreement, in San

Diego. That is a copy of the license agreement at-

tached as an exhibit to my affidavit and introduced

in evidence this morning. [42]

Our reason for entering into that license agree-

ment under the Anderson patent was to prevent a

lawsuit. At that time it was absolutely impossible

for us to maintain a suit, or a defense, and we

figured that the best way out of it would be to take

out a license and pay her a nominal royalty and go

ahead manufacturing the bed. I had several in-

ventions at that time, and my inventions were all

assigned over to the Rip Van Winkle Wall Bed

Co. Under the license obtained from Mrs. Ander-

son, royalties were paid until the agreement was
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assigned to the Holmes Bed Manufacturing Co.

After that we paid royalties to the Holmes Manu-
facturing Co. until February of 1925.

Q. What types of beds did you pay royalties for?

A. The Duplex type.

Q. Any other type"?

A. No, sir. We commenced manufacturing the

other type known as the Ideal type early in 1921.

We have been manufacturing that type almost

continuously since that date. No demand was ever

made on us for royalties under any other type than

the Duplex type by Mrs. Anderson or by Holmes.

I had no conversations with Mrs. Anderson prior to

the alleged assignment to Holmes with respect to

the Ideal type. I did have a conversation with

someone connected with the Holmes Bed Company,

during the period of time we were paying royalties

to Holmes, with respect to the Ideal type. The

Ideal type was mentioned several different times.

I spoke to Gene Holmes. He is the manager and

possibly the president of the Holmes Manufactur-

ing Co. I don't know what office he holds. I first

spoke to Gene Holmes about the Ideal type of bed

some time in 1923, as near as I can remember. We
discussed another company that was making a simi-

lar type of bed in Los Angeles. [43]

Q. Did you say anything to Mr. Holmes about

your manufacture of the Ideal type ?

A. Yes, he knew we were manufacturing it right

along. At the time of that conversation referred to

with Mr. Holmes we were paying royalties under
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the Duplex type to Holmes. We sold these two

types of wall beds principally on the Pacific Coast,

the three Pacific Coast States, California, Oregon

and Washington. We sold the Duplex type only in

the territory covered by the license—Northern Cali-

fornia, Oregon and Washington. We had other

states, but we did not sell in them. We never sold

the Duplex bed in Southern California, around

Los Angeles, which was out of our territory. The

Ideal type of bed was sold anyw^here we could get

a buyer. It was sold in Southern California.

The Holmes Company, one of the plaintiffs in this

case, had its principal place of business in the City

of Los Angeles. We were selling the Ideal bed in

Southern California, in Los Angeles. My concern

and the Holmes concern were competitors in Los

Angeles. The first conversation with Mr. Holmes

respecting the ideal type of bed occurred in 1923,

some time during that year, I believe. I discussed

personally with him on numerous occasions the

Ideal type of bed. I was present at their associ-

tion meeting, a so-called association meeting of

Southern California wall bed dealers. Our beds

were discussed at that time, the various beds. At

that time they were endeavoring—the association of

Southern California wall bed dealers was endeavor-

ing to have us join the association. One of the

things to be taken up at that association meeting,

had we reached the point where we agreed to go

into the association, was the price at which these

various beds were to be sold. [44]
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The price at which the Ideal was to be sold was
discussed at that meeting, that is, it was tentatively

discussed at that meeting. There were two meetings

held. At the first meeting there were present Mr.

Gene Holmes, of the Holmes Wall Bed Co.; Mr.

Poole, of the Murphy Wall Bed Co. of Southern

California; myself, and one of my directors, and

also the secretary of the Association. That meeting

occurred in Los Angeles. At the time of that meet-

ing we were paying royalties for the Duplex type.

I have been engaged in the wall bed business since

1917. I have a very fair knowledge of the wall bed

business. I am familiar with different types of wall

beds made by the different concerns. My famili-

arity does not extend throughout the United States.

I could not say what they are doing in the East, in

the different lines. I am familiar with the Pacific

Coast territory—^have been quite familiar with it

ever since 1921 or 1922. In my experience in the

wall bed industry on the Pacific Coast, there are

many other concerns that manufacture beds which

are substantially the same as your type.

I have sought patent protection on the type known

as the Ideal type. We were sued by the Murphy

Wall Bed Co. on that device and we employed

counsel to defend us. I have an application pend-

ing in the Patent Office covering the Ideal type of

bed which has not yet been issued.

The method that my company follows in securing

leads and obtaining orders for wall beds is as

follows

:
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We subscribe to the Building Trades journals.

In these building trades journals, building permits

are published. Prom those building permits we
select such buildings as we think will use wall beds.

Our salesmen then call upon the owners, the [45]

architects or the builders of these buildings, homes

or other buildings, and we try to induce them to

become interested in our line. If we succeed in

doing so, we check the plans with the builder and

offer suggestions. Those suggestions are, for in-

stance, if the opening is close to the wall, we always

suggest that the opening be placed farther from the

wall, so that when the bed is brought into the room

the bed will always be swung away from the wall,

and thereby give a little more accessibility from all

sides. If the bed is swung toward the wall, it

renders one side of the bed useless. In our type of

two-door beds, one door is hinged and the other door

on which the bed is hung is pivoted. We always try

to insist on the builder putting the pivoted door on

the side of the opening farthest from the side wall,

so that the bed will be thrown out of the opening

and away from the wall, rather than toward it.

Q. From your answer, I understand that you have

the opportunity of examining the plans before the

installation is made.

We always check over the plans before an instal-

lation is made. That is always one of the duties

imposed upon us by the sale, that we check those

plans and give them our expert opinion as to how
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those openings should be made, and where they

should be placed, if possible, any changes made.

Q. Now, you said something about going over the

plans with respect to the openings, and about mak-

ing certain suggestions : To whom were these sugges-

tions made? A. To the builder.

I am familiar with the Anderson patent which

has been introduced in evidence in this case as Ex-

hibit 1 . I have a model which represents the draw-

ings of that patent. The model [46] is made in

exact accordance with the drawings of the Anderson

patent.

The COURT.—Do you want to introduce that?

Mr. BOYKEN.—I want to introduce this in evi-

dence, because it is a little different from the other.

I will introduce it as Defendant's Exhibit ''0,"

model of Anderson patent.

(The model was here marked Defendant's Exhibit

I am also familiar with the patent introduced in

evidence as Exhibit "G,'' known as the James pat-

ent. I made a model in accordance with the James

Patent, Exhibit "G:' It is made just exactly ac-

cording to the drawings and specifications of the

James patent.

Q. Will you step down and explain the operation

of the models which represent the Anderson patent

and the James patent? I may pause to say that

I want to introduce the model of the James patent

in evidence and marked Defendant's Exhibit ''P."

(The model was here marked Defendant's Exhibit
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A. The Anderson patent consists of two openings

in the wall, with the door hinged on one side of the

opening and a door centrally pivoted within the

remainder of the opening, and a bed fastened se-

curely to the back of that centrally-pivoted panel or

door. The James patent consists of an opening in

the wall, a side-hinged door, a centrally-pivoted door

closing the remainder of the opening, and a stave

fastened to the back of the centrally-pivoted panel.

Q. As a practical wall-bed man, I am going to

remove the bed from the back of the panel

of the Anderson patent, and ask you to install

the bed in the model of the James patent, I having

previously removed the stave from the back of the

panel on the James patent model. [47]

Mr. Townsend objected to the question, but was

overruled and excepted.

A. I have done so.

Q. How do you attach the bed to the back of the

door on the James model ? A. By means of bolts.

Q. What is the position of the bed with respect to

the panel door?

A. It overhangs one side of the opening; it pro-

jects past one edge of the door.

Q. What was the mode of operation of the James

model after the bed is attached to it?

A. The mode of operation is swinging the bed on

a centrally-pivoted panel from the room side of the

room into the closet side.

Q. As a practical wall-bed man who goes over

j)lans and makes suggestions as to the better ar-
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rangement of doorways and the mounting of doors,

do you find any diflficulty in making that substitu-

tion'? A. None, whatever.

Q. I understand that the James model, which you
made in conformity with the James patent, has a

stove attached to it instead of a bed ? A. Yes, sir.

Q. The stove which is now attached to the model

of the James patent in substitution for the bed, is

that approximately the size stove which the James

patent shows? A. Yes, it is.

Q. Have you seen any installation of a stove at

the back of a door in this general arrangement in

any apartment house [48] where you have been ?

A. I have.

Q. Where did you see it? A. In Los Angeles.

Q. Where was that?

A. I will have to refer to my note-book, because

I can't remember the name. It was in the Per-

cival Apartments, 845 South Hill Street, Los An-

geles.

Q. Did you observe the arrangement of the stove

and the doors at that place ?

A. I did. They are just opposite to what they

are on that one.

Q. What do you mean by that?

A. In the James patent, the stove is fastened on

the centrally-pivoted door, and the centrally-pivoted

door is next to the side wall of the room. In the

apartment house, the Percival Apartments, the stove

is on the door farthest removed from the wall. [49]

Q. Do I understand from your testimony that in
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the apartment house which you saw the stove is on
the left side?

A. No, I will have to change that; it is just ex-

actly as that is, except that the wall is on the other

side next to the side-hinged door.

Q. I don't quite understand that. Will you point

out what you mean?

A. The James patent has a wall here which we
have left off for convenience.

Q. Which way does that wall run?

A. It runs at right angles to the opening. If this

book represented the wall, that w^ould be the position

of the stove in relation to the wall. In the Percival

Apartments, the side-hinged door is adjacent to the

wall, and the stove is on the other door, which is

centrally pivoted.

Q. What is the size of the stove in the Percival

Apartments, as against the size of the stove in the

James model which you have?

A. It was considerably larger. It was nearly as

wide as the door, and square.

Q. What was as wide as the door?

A. The stove was nearly as wide as the door and

considerably deeper than is shown in this model.

In order for it to swing into the room, this stove

would swing in the room without opening the side-

hinged door; but in the apartment which I saw, it

was necessary to open the door, because this stove

projected 15 inches from this door as it swung into

the room.
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Q. Have you any other illustration to show us just

what you mean?
A. I have built an addition on this.

Q. How does the model operate with that addi-

tion there? A. The same as before.

Q. What is the difference between the model as it

originally was and with the addition ?

A. The difference now is that the stove is larger

than before.

Q. How is the stove shoAvn in the James patent?

A. No wider than the door. [50]

Q. And the addition, as I understand it, is some-

thing that you have added ?

A. Yes, and it is wider than the door. I made

that, however, in accordance with the specifications

of the James patent, which I interpreted as giving

me the right to make the stove just as large as it will

operate.

Q. Will you indicate the portion of the James

patent you have just referred to, and read the same

into the record?

A. I will read from line 29, page 2:

^'The compartment 2 may contain the usual

kitchen facilities, such as a sink 26 and shelves

27, and when the swinging closure is moved to

bring the stove into said compartment, said

stove may extend alongside the sink into the

space between the sink and shelves, so that prac-

tically all the space in said compartment will

be utilized.'^

Q. How is that portion of the description of the
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James patent shown in the addition to that model

which you made?

Mr. TOWNSEND.—We object to that, your

Honor, because the part that he just said must be

self-explanatory as shown by the drawings in the

patent. To try to interpret this excerpt by refer-

ence to a self-serving model is improper.

The COURT.—Objection overruled.

A. It is shown here.

Mr. BOYKEN.—Q. In what way? What does

it do there which is different from that shown in the

James patent?

A. It now projects beyond one edge of the panel

door.

Q. What projects beyond one edge of the panel

door?

A. The stove projects beyond one edge of the panel

door.

Q. How is it located when it is within the open-

ing?

A. It is located between the sink and the shelves.

The shelves are beyond this point. I did not show

that in the model, because I thought that could be

understood. The stove is now located between the

[51] sink and shelves.

Q. With respect to the width of this door, how is

the stove changed in that addition from what it was

in the James patent?

A. It is wider and projects past the edge of the

door.

Mr. BOYKEN.—We introduce the larger stove
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in evidence as our next exhibit. The understanding

is, of course, that the James patent does not show

that extra-size stove. That is merely there for illus-

trative purposes, and in accordance with the descrip-

tion of the James patent.

(The stove was here marked Defendant's Exhibit

Q. In your previous testimony you said something

about an association meeting at Los Angeles. What
association was that '?

A. It was an association meeting of the wall-bed

manufacturers in Los Angeles, the principal wall-

bed manufacturers in that city.

A. Gene Holmes; Mr. J. O. Poole; also the sec-

retary of the association; also Mr. Eafael, of the

Murphy Wall Bed Company of Los Angeles ; myself

and Mr. Harms, one of my directors.

Q. You referred to Mr. Gene Holmes. Is he con-

nected with the plaintiff company'?

A. Yes, one of the plaintiffs.

Q. Were there later meetings of that association ?

A. Some time during April, I think it was, or

possibly the latter end of March, there was another

meeting.

Q. Was either Mr. Holmes or anyone from the

Marshall & Stearns Company at that later meeting?

A. Mr. Holmes himself was not there, but he had

his sales manager representing his company at that

meeting; the Marshall & Steams Co. was repre-

sented by their manager in Los Angeles. [51a]

Q. Who was present on behalf of your company?
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A. I was present.

Q. Did you also attend other meetings besides

that ? A. Those are the only two I ever attended.

Cross-examination.

Mr. TOWNSEND.—Q. Mr. Sinclair, with refer-

ence to the so-called James model, the construction

there shown and the manipulation of the two devices

that you have called the big stove and the little stove

simply represents your own interpretation you put

upon James? A. Yes, sir.

Q. And that applies, likewise, to the internal

arrangement of the folding table within the closet?

A. The sink is present in James.

Q. You do not find anything in the James patent

that makes an article of furniture detachable, do

you? A. No, sir.

Q. You do not find anything in the James patent

that makes an article of furniture detachable, do

you? A. No, sir,

Q. As a matter of fact, there is hardly anything

that is more [51b] fixed in its position than a

stove, and particularly a gas stove, as shown in the

James patent : It not that true ?

A. The stove is fixed solidly to the door.

Q. And in the gas stove, did not James provide

that that stove should be fixed permanently, and

immovably to the back of the James panel, receiving

its gas through a pivotal hollow connection ?

A. Yes, I think so.

Q. In regard to the James installation that you
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say you saw at one time or another in the Percival

Apartments at Los Angeles, where there was a stove

attached to a panel, how did I understand you to

say that that panel carrying the stove was positioned

with respect to the opening and the adjacent wall?

A. It was pivoted on that side of the opening

opposite from the side wall.

Q. Opposite from the side wall?

A. Yes. The hinged door was adjacent to the

side wall.

Q. The hinged door was up against the side wall ?

A. Yes, sir.

Q. By the side wall, you mean the wall where it

was at right angles to the plane of the opening?

A. Yes, sir.

Q. Have you ever seen a pivoted stove placed in

a corner adjacent to the side wall?

A. No, I never have.

Q. When did you first hear of the so-called James

patent? As I recall it, counsel has not identified

which James patent it is, but with respect to the

James patent you have been talking about, when did

you first hear of the James patent?

A. Two or three years ago.

Mr. BOYKEN.—I would like to interrupt to say

that I referred to the James patent. Defendant's

Exhibit "G,'' and that this model represents the

James patent. Defendant's Exhibit ^^G."

Mr. TOWNSEND.—Q. Can you fix with any

more definiteness when you first heard of this James

patent ?
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A. Approximately [52] at the time we were

involved in a suit with another wall bed company.

I had occasion at that time to examine a number of

wall bed patents and the prior art, and at this time

this came forcibly to my attention.

Q. The litigation you refer to is the Murphy
litigation, to which we have made frequent reference

to-day? A. Yes.

Q. And when the exigencies of that suit arose, you

discovered the James patent, did you ?

A. I had known about, but I had never studied it

carefully before that. I had always knew of the

James patent.

Q. You had known of the James patent for a long

time?

A. No, not the patent, itself, but I knew there

were patents by James on stoves on doors.

Q. But you never took occasion to look them up ?

A. No.

Q. Your attention was first called to it in 1923?

A. About 1922.

Q. In 1922? A. Yes, sir.

Q. With regard to the James patent. Exhibit

^^G," No. 825,840, did you observe that in the James

patent. Fig. 4 in the drawing, the stove is placed on

the revolving panel that is immediately adjacent to

the side wall? A. Yes, sir.

Q. As a matter of fact, that would not permit any

overlapx)ing of any wall for any kind of a bed, or

for any other article, would it?
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A. Not if you designed it exactly according to

that drawing.

Q. You could not put a double bed on it, could

you?

A. Not in that drawing, no, not according to that

plan.

Q. How much earlier than 1922 or 1923 had you

heard of James' stove patents?

A. I could not say.

Q. Did you know of them at the time you took

your license from Mrs. Anderson in December, 1920?

A. I do not believe I did.

Q. But probably you became familiar with them

shortly afterwards?

A. It was around 1922. I had no occasion to

study them [53] closely up to that time.

Q. May I ask you why, if this James patent is so

obviously a variation of the Anderson, that you con-

tinued to pay royalties under the Anderson patent,

in the face of this James patent?

A. To keep out of litigation; it was cheaper to

pay a royalty.

Q. Litigation with whom ?

A. Over the Anderson patent. They had threat-

ened me with suit. It was cheaper to pay royalty

of $1 a bed than it was to fight an expensive lawsuit.

Q. You were never threatened by the owners of

the James patent, were you?

A. No, I never was. They happen to be the

Holmes Wall Bed Co.

Q. That was much later, though, was it not ?
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A. I think the Holmes Wall Bed Company came

into possession of the James patent at the time of

the license from Anderson.

Q. You had no license under the James patent,

had you? A. No.

Q. You always assumed you were paying royalties

on the Anderson patent ? A. Yes, sir.

Q. And your license specified the Anderson pat-

ent, did it not ? A. Yes, it did.

Q. You were familiar with the fact that James

was quite a prolific inventor, were you not ?

A. Only in a general way.

Q. He was a Los Angeles operator?

A. Yes, sir.

Q. Do you not know that he had a line of entirely

separate and distinct patents on wall beds, separate

and distinct from his stove patents ? You are aware

of that, are you not ?

A. I am now; I was not aware of that until re-

cently, that he had so many patents.

Q. I understood you to say that you had no patent

on your ideal structure ?

A. I have a patent application pending.

Q. You have merely a patent application pending

on your ideal structure ? A. Yes, sir.

Q. You have no issued patent that covers that

structure? A. No, sir. [54]

Q. You referred in your direct examination that

you were sued by Murphy on that device; I under-

stood you to indicate one or the other of the models

upon the Judge's bench, Plaintiffs' Exhibit 8, the
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Duplex, and Plaintiffs' Exhibit 9, the Ideal. If I

am correct that you were referring to one or the

other of those models as representing the structure

that you were sued upon in the Murphy suit, will

you please indicate to the Court which one it was ?

A. It was the Ideal.

Q. The Ideal structure represented by Plaintiffs'

Exhibit 9, indicates the structure that was involved

and in issue in the Murphy suit ? A. Yes, sir.

Q. You described the method of doing business

and of getting business, in getting certain lists and

permits, and then examining those permits to see

who were the likely prospects, and then calling upon

the trade and endeavoring to solicit the sales of your

products: That is practically the method followed

by all wall bed concerns, is it not?

A. I think so.

Q. I suppose also that in this work you have come

into active competition with the Marshall & Stearns

salesmen trying to do the same thing, and accom-

plish the same rules that you were trying to ac-

complish? A. Yes, sir.

Q. I understood that prior to the time that you

entered into your agreement with Mrs. Anderson in

December, 1920, for a license, that you had not con-

sulted a patent attorney or lawyer versed in the

patent law.

A. No, w^e had not consulted anyone.

Q. You had had no use up to a time as late as

December, 1920, for the services of a patent lawyer?

A. No, sir.
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Q. And that you really entered into this agree-

ment as a sort of an easy way of getting out of what

you thought might be a bad difficulty ?

A. Yes, sir. [55]

Q. When did you first consult a patent lawyer

with respect to patent matters?

A. I have taken out patents ever since 1915.

Q. Had you done that yourself, or had you a

patent lawyer?

A. I had a patent solicitor do that,—several of

them.

Q. Who was your patent solicitor?

A. I had different firms do it for me.

Q. Just specifically, what patents had you han-

dled from 1915 and who had represented you in

the Patent Office?

A. I had a patent taken out by Munn & Oo,,

the first one I have ever taken out ; and also Wright

& Chun, of San Francisco, had taken out patents

prior to this time for me.

Q. Did they relate to wall beds ? A. Yes.

Q. You refer to Francis M. Wright?

A. Yes, sir.

Q. He is not only a patent lawyer, but he is an

attorney at law, as you know, is he not?

A. Well, I didn't know that.

Q. Mr. Wright was a member of the bar of this

court, and has been for a great many years: You
know that, do you not?

A. No, I didn't know that.
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Q. Had you had this work with Mr. Wright prior

to or subsequent to December, 1920?

A. I know of one patent that he took out prior

to 1920 for me; there may have been others, I

don't remember now.

Q. That related to wall beds, did it?

A. Yes; there were several applications made
but dropped.

Q. Al] related to wall beds?

A. All relating to wall beds.

Q. And that was subsequent to your incorpora-

tion, was it? A. Yes.

Q. You state that no royalties were ever paid

to Mr. Anderson or to the Holmes Company on

the Ideal structure. A. No, there were not.

Q. Do you know whether that fact was known

to the Holmes Company or to Mrs. Anderson?

A. Surely. [56]

Q. In what way was it known to them?

A. Well, I don't know just exactly how to an-

swer that. They knew that I was only paying it

on the Anderson type of bed.

Q. Mrs. Anderson was in San Diego at all times,

and the Holmes Company were in Los Angeles

at all times, and you were in Oakland, here, at all

times; how did you bring to their attention the

fact that you were putting out the Ideal bed and

were not paying them any royalty on it?

A. Our beds were named. We had a name for

every bed. The Ideal type is called the Ideal.
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In putting in our reports we referred to them as

Duplex, if I remember rightly.

Q. Is it your recollection now, or have you any

records to show that you reported to the licensors

that you were paying royalties on Duplex, only?

A. I think so, yes; I am not sure that I referred

to it by name, but I think we did.

Q. How did you make payments of royalties

—

by checks accompanied by letters?

A. By check.

Q. Did the check, itself, show any designation

as to what type of bed it was on?

A. I think it did; I think we always noted on

the check what the payment of the check was for.

Q. But did it designate what the type of bed

was?

A. I would have to look at one of the checks to

see.

Q. You don't remember now?

A. No, I don't remember.

Q. You are not prepared to state definitely that

it did, are you?

A. No, I am not, because I personally did not

draw the checks.

Q. Were those checks accompanied by letters in

their transmittal?

A. Sometimes they were and sometimes they

were not.

Q. Did any correspondence you ever had with

Mrs. Anderson, or the Holmes Manufacturing Co.,

specify Duplex bed or Ideal bed, or either?
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A. I think they always specified the Duplex bed.

Q. Don't you know, as a matter of fact, that they

never did [57] anything of the kind?

A. No, I do not.

Q. Don't you remember that every check you

sent was simply a check for royalties, and it never

specified the type of bed?

A. I don't know that; that may be so, but I

don't remember.

Q. Can you produce the correspondence accom-

panying the transmittal of checks in payment of

royalties ?

A. I can produce the checks, a good many of

the checks.

Mr. TOWNSEND.—If this question becomes

an issue, we will call on the defendants to pro-

duce the correspondence referred to.

Q. How did Mr. Holmes, or either of the Holmses,

or the Holmes Company, or Mrs. Anderson, know

that you were not paying royalties on the Ideal,

but were only paying on the Duplex? Was that

notice in writing, or was it orally ?

A. I cannot remember right now. I think, how-

ever, with a little time, I could think up a reason

why they knew we were paying only on Duplex.

Right at the present time I cannot remember a rea-

son, but I think there are reasons.

Q. You have made this an issue, and you have

been examined upon it; haven't you given it some

thought before coming on the witness stand ?

A. Not on that angle of it.
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Q. As to the reasons why they knew, according

to your opinion, that you were not paying royalties

on Ideals.

A. I think they knew I was not paying royalties

on Ideals all the time, but the point never came up.

Q. What is the basis of your assumption ?

A. That they never considered it was a Duplex

bed—an Anderson bed.

Q. What is the basis of that assumption?

A. I never considered it myself in any way the

equivalent or type of Duplex at all, and I suppose

they took the same view.

Q. That is merely a supposition on your part,

that they did not consider it within the Anderson

patent ?

A. Yes, I figured [58] they viewed it the same

way as I did.

Q. It was merely an assumption on your part

that they knew you were not paying royalties on

the Ideal?

A. I think they knew I was not paying royal-

ties on the Ideal. I am not positive.

Q. You don't know what they did know about

it?

A. No. I am confident they did know.

Q. You have no written memorandum on the

subject, so far as you can recall at the present

time, have you? A. No.

Q. Or in your possession? A. No.

Q. Did you ever try to buy the Anderson pat-

ent?
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A. I don't think I bought it, no, not outright.

Q. What do you mean by that? Did you ever

try at all?

A. Only on the license arrangement.

Q. You mean you tried to get a license for a

greater territory than you had by this agreement

and license of December, 1920?

A. I did get a right to a greater territory.

Q. Greater than the license itself?

A. I had an option on the whole United States

at one time.

Q. I am speaking of that very point. You did

at one time have an option on the Anderson patent

for the entire United States? A. Yes.

Q. It is a fact, is it not, that on your failure

to take up that option the patent was taken over

by the Holmes Company?

A. Let me modify that. I say the whole United

States, there were some exceptions to the entire ter-

ritory of the United States. The State of Colo-

rado and Southern California were licensed out al-

ready, as was also the license we held and which is

in evidence, here.

Q. Subject to all outstanding licenses on the An-

derson patent, you were to get the rest of the United

States? A. Yes.

Q. When was it you got that option ?

A. I got that option the [59] same day that I

got the license. It cost me $3. I thought it was

a good buy, to take a chance.

Q. You got the option in December, 1920?
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A. Yes, sir.

Q. What did that option call for in the way of

purchase subject to any outstanding licenses?

A. It called for a minimum payment of $1,000 a

year for the whole United States.

Q. And a total payment of w^hat?

A. That was all, just a $1,000 a year minimum
royalty.

Q. You failed to take up that, and, as appears by

the assignment of April 15, 1921, the Holmes Com-

pany bought that patent for $20,000; that is the

fact, is it not ? A. I think so, yes.

Q. You sought a renewal of that license, didn't

you? A. I did.

Q. And you had a number of letters passing

back and forth, and also wires, to Mrs. Anderson,

requesting an extension of the option, did you

not?

A. I think I had one letter, and I got an option

for 30 days longer from Mr. Anderson; however,

it would not have been legal, because Mrs. Ander-

son did not give it; it was just his assurance that

the option would extend that much longer.

Q. I show you a letter dated April 8, 1921, pur-

porting to be signed by you for the Rip Van Winkle

Wall Bed Company, addressed to Mrs. Ruth B. An-

derson, and ask you if you recognize that as your

signature? A. Yes, that is my signature.

Q. That is the regular letter-head of your com-

pany, as of that date, is it not? A. Yes, sir.



vs. Verne L. Holmes et ah 73

(Testimony of Neil Sinclair.)

Q. And do you remember sending that letter to

Mrs. Anderson?

A. Yes, I remember it.

Mr. TOWNSEND.—I ofPer this letter in evi-

dence, your Honor, as Plaintiffs' Exhibit 10. I

will call attention to a couple of paragraphs:

PLAINTIFFS' EXHIBIT No. 10.

''There is now a hot fight on between the Mar-

shall Stearns and ourselves for business. Every-

thing new or old is designed [60] for narrow

doors it seems, but we go after the owner with the

result that we are quite successful in interesting

them. We feel that after two or three months of

this sort of thing our efforts will begin to bear

fruit. While February and March were dull

months building is looking up and we look for a

fairly good year.

''We have submitted a flat proposal to the East-

ern party to be accepted before the 12th inst. along

such lines as we feel would be acceptable to you.

Unless he accepts them before that time we must

assume that his talk was all hot air, although he

certainly seemed interested. Inclosed find check

for March (2 sales). Most all were canopy and

Recess.

"Yours very truly,

"RIP VAN WINKLE WALL BED COMPANY,
"By NEIL SINCLAIR."

Mr. BOYKEN.—I will ask opposing counsel to

also read the short paragraph omitted.

Mr. TOWNSEND.—The first two paragraphs'?
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Mr. BOYKEN.—Yes.
Mr. TOWNSEND.—There is no objection to that.

I just wanted to emphasize those particular mat-

ters. It is addressed to Mrs. Ruth B. Anderson,

2252-4th Street, San Diego, Calif., and is as fol-

lows.

^^We mentioned in a previous letter that

there were people using your two door patent

besides ourselves. We have been unable to

check a certain party by the name of Mervin

P. Ross of 1645 Stuart Street, Berkeley. He
is using this installation at the N. E. corner

of 23rd and Grove Street, Oakland. Rose is

the contractor and designer and the owner is

Mrs. B. Egenberger, 339 Hanover Street, Oak-

land.

^^Will you please write them as you see fit,

to discontinue the use of your patent and we

will then see if we cannot come to some agree-

ment with them whereby you will at least re-

ceive the [61] royalty you are entitled to.

There are one or two other jobs where we can

later adopt the same course."

And then follow the paragraphs I read down to

the conclusion of the letter.

Q. The Mervin P. Rose referred to there did not,

I presume, continue the so-called infringement,

did he? A. He used them all the time.

Q. How long?

A. Whenever he had occasion to use wall beds

he used that type.
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Q. He was just a contractor, was he?

A. Yes, contractor and designer.

Q. You were not able to stop him? A. No.

Q. At any time? A. No.

Q. In regard to this paragraph I read: ^'We
have submitted a flat proposal to the Eastern

party": You were attempting to sell that option,

were you, to someone else in the east?

A. I was attempting to sell all our patents on

a royalty to an eastern party, and we were in-

cluding our rights under the Anderson patent with

our own.

Q. As to eastern territory? A. Yes.

Q. And retaining the California territory for

yourself under the Anderson patent?

A. Oh, yes.

Q. Do you recall at about that time wiring Mrs.

Anderson as follows:

^'About ready to close with Eastern Party.

Please extend option 60 days pending comple-

tion of negotiations. Wire answer collect im-

mediately. Rip Van Winkle Wall Bed Com-

pany: Neil Sinclair."

Did you write that?

A. I think I wrote that, yes.

Q. Do you recall the answer Mrs. Anderson sent

you to that wire, reading as follows

:

^^ Double door patent has been sold outright,

but your license will be continued if you desire.

You will be advised [62] by assignees soon.

Will write from San Diego. R. H. A."
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Do you recall that wire ?

A. In a general way I recall it, yes.

Q. Then do you recall sending this wire forthwith

to Mrs. Anderson

:

^^Will Eastern option be continued? Who
are assignees? Please answer me C. O. D.

Rip Van Winkle Wall Bed Company by Neil

Sinclair."

Do you recall that wire ?

A. I think I sent such a wire as that.

Q. That is signed ^^R. V. P. Wall Bed Company";

that meant the Rip Van Winkle Wall Bed Com-

pany? A. Yes.

Q. And do you recall Mrs. Anderson's reply, as

follows

:

'^ Holmes assignee. Write them fully regard-

ing Eastern option extension."

You recall that, do you not? A. Yes, sir.

Q. Thereupon you proceeded to pay royalties

under the Anderson patent direct to the Holmes

Company? A. Yes, sir.

Q. And continued that up to the time of its can-

cellation and revocation in March, 1925 ?

A. I think we paid the last payment in February.

I think March is still due. It was unpaid.

Q. I show you an original letter signed by you,

addressed to the Holmes Company, and dated April

25, 1921, to which is attached a copy of a letter that

you apparently sent to Mr. W. D. Gibson, 627 South

Grand Avenue, Los Angeles, California, the same
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date, and ask you if you remember sending those

letters ?

Mr. BOYKEN.—I have not objected to this corre-

spondence, your Honor, but I do object to a letter

written to Mr. Gibson, who is not a party to this

suit, and he has not been mentioned in it in any way.

Mr. TOWNSEND.—My question is preliminary.

I want to find out who Mr. Gibson is. [63]

Q. Mr. Sinclair, at the time of the adjournment

last night I was showing you a letter and asking

you if you remembered it. What is your answer "?

A. Yes, I wrote the letter.

Q. Your signature is on the letter?

A. Yes, sir.

Q. Who is the W. D. Gibson, the addressee of the

letter?

A. He had been an agent of ours in Los Angeles.

Q. He was your agent down there ?

A. He was not at the time we wrote the letter.

We were having some difficulties at that time and

I think we had revoked his rights down there.

Q. The fact was that he had been your agent ?

A. He had been our agent.

Q. And he had been selling the Anderson bed

there? A. Yes, sir.

Q. And in view of the fact that he was continuing

to sell the Anderson bed you wrote this letter of

April 25, 1921, requesting him to desist?

A. Yes, sir.

Q. And he did desist as a result of that letter?
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A. As far as I know lie did—no, I don't think lie

did.

Q. Do you know whether he did, or not ?

A. I think he continued to sell them for some

time.

Q. Did you have any more correspondence with so

far as you know? A. No.

Mr. TOWNSEND.—I offer these letters as your

Exhibit 11, and 11-A. The first is dated April 25,

1921, on the letter-head of the Rip Van Winkle Wall

Bed Company, signed by Neil Sinclair, and ad-

dressed to the Holmes Disappearing Bed Company,

Pacific Electric Building, Los Angeles, California,

attention of Mr. Holmes, reading as follows : [64]

PLAINTIFFS' EXHIBIT No. 11.

^^ Oakland, Calif., 2344 Webster Street,

''April 25th, 1921.

*' Holmes Disappearing Bed Company,

Pacific Electric Building,

Los Angeles, California.

''Attention Mr. Holmes.

^'Dear Sir:

"Inclosed please find copy of notice served Rip

Van Winkle Sales Company as per our promise to

you.

"Yours very truly,

"EIP VAN WINKLE WALL BED CO.,

"NS/EP. By NEIL SINCLAIR."

(The letter was marked Plaintiffs' Exhibit 11.)

The attached copy reads as follows

:
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PLAINTIFFS' EXHIBIT No. 11-A.

^^ Oakland, Calif., 2344 Webster Street,

''April 25tli, 1921.

^'Mr. W. D. Gibson,

627 South Grand Avenue,

Los Angeles, Calif.

^'Dear Sir:

'-'As per our agreement under date of November
30th, 1920, you are hereby notified to cease the sale

of that certain wall bed installation covered and

described in letters patent 1,074,592 issued by the

TJ. S. Patent Office to Robert H. Anderson under

date of Sept. 30th, 1913. Such notice is hereby

given you following notice received by ourselves

from the owners of said patent to cease the use of

same in the territory mentioned under our contract

of Nov. 30th, 1920.

"We also serve notice upon you that you are now

manufacturing certain parts of wall beds on which

we consider claims have been allowed us on patent

applications pending in the U. S. Patent Office. We
hold this action your part to be a breach of contract.

"Yours very truly,

"RIP VAN WINKLE WALL BED CO.,

"NS/ES. By ."

(The letter was marked Plaintiffs' Exhibit 11-A.)

[65]

Q. The initials "NS'' stand for Neil Sinclair?

A. Yes, sir.

Q. You referred to the Percival Apartment
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House in Los Angeles, where you had seen a James

revolving stove ; in that apartment house were there

any wall beds?

A. I think there is a wall bed in the apartment

that the stove is in.

Q. How was that wall bed mounted and oper-

ated?

A. It was the type known as a recess or panel

bed that comes down straight into the room with-

out revolving.

Q. That was in the same room with the revolving

stove? A. With the stove, yes.

Q. In connection with the James patent, 825,840,

of date July 10, 1906, of which I understood you to

say the defendant's model was replica, with modi-

fications and reservations, you note in Fig. 4 of

this patent drawing that adjacent to the revolving

stove panel and recess provided there is an equal

recess of approximately of a length one-half the

width of the room.

A. There is an additional closet in the room.

Q'. You say an additional closet. A. Yes.

Q. That is what you call it, is it?

A. That is what I would call it.

Q. In the specifications, line 9 page 1, it says:

*'The present invention relates more particularly

to apartment construction such as is shown in my
patent 756,371, dated April 5, 1904." In the James

patent No. 756,371, which I believe is in evidence

as Defendant's Exhibit ^^P," you see, do you not,

a wall bed, 75, in Fig. 2, that bed being more clearly
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shown in Figs. 15, for example, and, I believe, 17,

on sheet 4.

A. I could not say in any of these James patents

what any of these figures refer to; they are very

complicated.

Q. You recognize that the bed shown in this

James patent 756,371 is a recess bed similar to the

one you saw in the [66] Percival Apartment, do

you not?

A. I would not be able to say that unless I gave

it more study.

Mr. TOWNSEND.—Your Honor, that is a fact

we will have to establish by other witnesses. That

is the fact, though, that I want to call your Honor's

attention to.

Q. Who is the president of the Rip Van Winkle

Wall Bed Company? A. George Osmer.

Q. How long has he been president?

A. Ever since the incorporation.

Ql. And when did you say that was ?

A. June 10, 1919.

Q. His name appears apparently on your letter-

heads that have been offered in evidence?

A. Yes, sir.

Q. George Osmer, President; Neil Sinclair, Vice-

President; and one of your letter-heads shows

L. W. Phillips, Secretary & Treasurer. Who was

L. W. Phillips?

A. He was one of the directors of the company

at one time.

Q. What was his location and business, aside

from his connection with you?
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A. He was with the company; he was actively

engaged with us in the business.

Q. Who is Mr. Osmer?

A. He is a merchant in the neighborhood of Los

Gatos.

Q. He is the father-in-law of your brother, is he

not? What is the family relationship?

A. He is the father-in-law of my brother.

Q|. Who, besides Mr. Osmer, and Mr. Phillips,

and yourself constitute the board?

A. The directors are different now.

A. I mean in 1920. [67]

Q. I show you a sheet on which there are four

drawings or enlargements, and ask you if the figure

which is marked ^'Fig. 1" and identified as ''An-

derson at one side of opening," is a correct repre-

sentation of what is there shown?

A. I think Fig. 1 illustrates the Anderson Bed.

Q. Fig. 2 has the legend, ''Anderson at other

side of opening." I will ask you the same question,

if that correctly represents Anderson at the other

side of the opening?

A. No, I don't think it does. The Anderson

patent shows it does not.

Q. Fig. 3 says, "Defendant's at one side of open-

ing"; what do you recognize by the word "Defend-

ant's"?

A. Ourselves; the Rip Van Winkle Wall Bed

<Jompany.

Q. Your Ideal ? A. Yes, sir.

Q. Fig. 4 says, "At other side of opening."



vs, Verne L, Holmes et ah 83

(Testimony of Neil Sinclair.)

A. Just a moment. In Fig-. 3 the bed is inopera-

tive. This bed should be flush with the edge of this

door, or to one side of it. This door is inoperative,

it could not be opened. Pig. 4 is substantially

correct. Of course, that is an immaterial point,

but I draw it to your attention.

Q. Is not Fig. 3 with the defendant's bed in the

recess? A. Is this the door?

Q. Yes.

A. Then it is inoperative; this should be over

here.

Q. In other words, the hinged door should be

over and open inwardly?

A. Outwardly. Is this in the closet?

Q. Fig. 3 is in the closet?

A. Then I beg your pardon ; that is all right.

Q. Fig. 3 is substantially correct? A. Yes, sir.

Q. And Fig. 4 is substantially correct?

A. Yes, sir. [68]

Mr. TOWNSEND.—Now, if your Honor please,

I would like to offer this drawing as Plaintiffs'

Exhibit 12 for comparative illustration of the two

devices, and as illustrative of the witness' testi-

mony.

To this defendant objected but the Court over-

ruled the objection. Defendant excepted.

Redirect Examination.

Mr. BOYKEN.—Q). On your cross-examination

yesterday, Mr. Sinclair, you were asked your rea-

son for stating that Mr. Holmes and the Holmes

Wall Bed Company of Los Angeles knew that no
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royalties were being paid on the Ideal type of bed

;

now I will ask you when your company first estab-

lished a branch in Los Angeles?

A. In the early part of June, 1923.

Q. What type of bed was on display at that time

in your place in Los Angeles?

A. We featured the Ideal almost exclusively.

Q. And did you do so continuously up until the

time this suit was filed?

A. With an intermission we did.

Q. How was the display of the Ideal bed ar-

l^anged in Los Angeles from the time that you first

opened your place of business there?

A. The Ideal was placed in such a position that

it would strike the eye immediately upon entering

the show-room.

Q. What kind of a show-room did you have in

Los Angeles? A. We had a main floor.

Q. How close was it to the street?

A. Right on the street, adjacent to the sidewalk.

[69]

Q. Did you sell any great number of Ideal beds

in Los Angeles since 1923 ?

A. Hundreds of them.

Q. Were you in competition with the Holmes Bed

Manufacturing Co. since 1923?

A. Yes, in direct competition with them.

Q. During the period of time you were selling the

Ideal bed in Los Angeles, were you paying royalties

on the Duplex type to Holmes? A. Yes, sir.

Q. Did Holmes have a copy of your license agree-
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ment under the Anderson patent to sell Duplex
beds? A. Absolutely.

Q. And he had it at the time you were selling

Ideals in Los Angeles? A. Yes, sir.

Q. Was any demand made during the period of

time you were selling Ideal beds in competition with

Holmes in Los Angeles for a royalty on the Ideal

bed in Los Angeles ? A. No, sir.

Q. By anyone? A. No, sir.

Q. Certain letters have been introduced in evi-

dence concerning the Anderson patent during the

period that you were a licensee. Are there any

other letters between yourself, for your company,

and Holmes during that same period of time?

A. Yes, sir.

Q. I show you two letters, or at least copies of

two letters one dated May 21, 1921, written to the

Holmes Disappearing Bed Co., Los Angeles, and

signed by yourself, and ask you if that is a copy of

a letter you wrote on or about the date it bears?

A. Yes, I wrote this letter ; it is a copy of a letter

[70] I wrote.

Q. I will ask you the same question with respect

to the second letter, dated June 10, 1921.

A. Yes, that is a copy of a letter I wrote.

Mr. BOYKEN.—We offer the letters in evidence

and ask that the first of the two letters dated May

21, 1921, be marked as Defendant's Exhibit "R'';

and that the second letter, dated June 10, 1921, be

marked as Defendant's Exhibit ^^S." They are
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short letters, and I would like to read them. The
first one reads as follows

:

DEFENDANT'S EXHIBIT ^^E."

^^2344 Webster Street,

'^May 21st, 1921.

^^ Holmes Disappearing Bed Company,

Pacific Electric Building,

Los Angeles, California.

*^ Gentlemen:

^^We have plans laid for a selling campaign in

this territory while there is still some activity in the

building line. Isn't it possible for you to grant us

a license to sell the Anderson door installation for a

period, sufficiently long, to justify us spending some

money to feature it ? We are also somewhat handi-

capped by the fact that three other bed companies,

not including the Marshall & Stearns, are selling

the same thing without the necessity of paying off

royalties. There is little use of us saying anything

to them or to their customers unless you should care

to back us up and as it is now we are both losing

money. Our principal competitor, with this in-

stallation (the only one they use) sell a wall bed

equipped with a coil spring in some cases less than

$30.00. Such a price belittles the patent and you

can see what a chance we have of competing with a

company like that. Please let us hear from you in
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regard to this matter if it is possible for you to do

so at this time. [71]

''Yours very truly,

^'RIP VAN WINKLE WALL BED CO.,

^'NS/EP. By ."

(The letter was marked Defendant's Exhibit

Q. That is a letter that you sent to Mr. Holmes on

or about May 21, 1921 ? A. Yes, sir.

Mr. BOYKEN.—The letter dated June 10, 1921,

reads as follows

:

DEFENDANT'S EXHIBIT ''S."

''2344 Webster Street,

"June 10th, 1921.

"Holmes Disappearing Bed Co.,

Pacific Electric Building,

Los Angeles, Calif.

"Gentlemen:

"Inclosed please find $10.00 for royalties on two

installations for May.

"The parties who are using the Anderson patent

movement are the California Wall Bed Company,

155-165 13th Street, Oakland and the Macauley

Foundry Co., 6th & Carlton Streets, Berkeley. The

Marshall & Stearns Company have used a few but

do not show same in their display room or make any

special effort to sell them.

"Yours very truly,

"RIP VAN WINKLE WALL BED CO.,

"NS/EP. By ."
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(The letter was marked Defendant's Exhibit

Q. That is a letter you wrote to the Holmes Dis-

appearing Bed Co. on or about the date it bears?

A. Yes, sir.

Q. Have you any correspondence from the Holmes

Disappearing Bed Company or any individual mem-
ber of that company, showing that Mr. Holmes or

someone else visited your display room in Los

Angeles ?

A. I have a telegram from Gene Holmes dated

June 15, 1923, in which he states that he has visited

our representative in Los Angeles. In order to do

so, he must have visited our show-rooms there. [72]

Q. Have you that telegram with you?

A. Yes, I have that telegram. At least I did have

it in my pocket. Yes, here it is.

Q. Did you receive that telegram on or about

June 15, 1923? A. Yes, sir.

Mr. BOYKEN.—We offer the telegram in evi-

dence and ask that it be marked Defendant's Ex-

hibit ^^T." It reads as follows:

DEFENDANT'S EXHIBIT ^^T."

''We called on your representative here in refer-

ence to joining our association and he stated same

was up to you Your co-operation advisable and say

we will look after your interests Please advise

your disposition at once by wire as we desire your

representative be present at meeting next Tuesday."

(The telegram was marked Defendant's Exhibit
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Q. Mr. Sinclair, have you also made models of

your Duplex and Ideal bed installations ?

A. Yes, sir.

Q. Do these models correctly represent, as far as

it is possible to do so, in models, the two installa-

tions which your company has been making?
A. Yes, they do.

Q. What is the advantage in the Ideal bed which

I understood is your invention, over the Duplex

bed?

A. The Ideal provides an entrance into the closet

at all times, an ample entrance.

Mr. BOYKEN.—Q. Will you illustrate that by

reference to these models?

A. The Duplex type of bed is so hung that there

is about four or five inches between the side of the

bed and the jamb of the door, which is insufficient

for a person to pass through. When the bed is out,

it has, however, the full size entrance. In the Ideal

bed there is an ample entrance in the same size of

[73] an opening for a person to pass; there is, in

fact, 20 inches. When the bed is out, it has a shift-

ing movement, which throws it across the face of

the door, so that when it is out it will allow for this

door to be closed.

Q. What is it that causes that extra shifting

movement in the Ideal and which is not apparent

in the Duplex ?

A. There is a cog-wheel mechanism consisting of

a fixed pinion around which is rotated a movable
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pinion, causing the shifting of the bed across the

face of the door.

Q. Is the bed rigidly fixed to the door in the Ideal

type? A. No, it is not.

Q. How is it fastened ?

A. It is fastened to an auxiliary pivot inde-

pendent of the pivot of the door.

Q. How is the bed fastened to the door in the

Duplex type ?

A. In the Duplex type the bed is fastened rigidly

to the back of the door. It is fastened first to a rod,

and the rod is fastened rigidly to the back of the

door.

Mr. BOYKEN.—We introduce the two models in

evidence, the first one being a model of the Duplex

type of bed; we ask that that be marked Defend-

ant's Exhibit ^^U." And the model of the Ideal

type of bed as Defendant's Exhibit ^^V." [74]

(The two models were here marked, respectively.

Defendant's ^^U" and ^^V.")

Recross-examination.

Mr. TOWNSEND.—Q. You said that the bed of

the Ideal construction was not fastened to the panel ?

A. No, it is not.

Q. Do you mean that that is literally, or actually

the fact, that the bed in the Ideal is not fastened to

the panel ?

A. The bed, itself, is not fastened to the panel, no,

sir.

Q. It is carried in the panel, obviously, is it not?
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A. It is not independent entirely of the panel;
the panel is an element of the combination.

Q. What do you mean by the word ''fastened"?

A. With reference to the two models, I mean the

distance between fixedly mounted and loosely

mounted.

Q. You have used the word ''fastened" as indi-

cating rigidity against pivotally ?

A. Yes, one end rigidly mounted and the other is

shiftably mounted.

Q. That is the only difference ?

A. Yes. It can be mounted independent of the

panel ; the panel could be removed.

Q. Your counsel offered a letter of May 21, 1921,

in which the following language occurs

:

"We have plans laid for selling campaign in

this territory while there is still some activity

in the building line. Is it not possible for you

to grant us a license to sell the Anderson door

installation for a perod sufficiently long to jus-

tify us spending some money to feature it."

What did that sentence mean ?

A. That sentence means that the license that we

had under the Anderson patent was revocable on six

months' notice, and it was possible at any time to

have that license revoked ; consequently we were not

justified in going ahead and spending any money or

effort in pushing the [75] bed, unless we were

assured we were going to get some protection.

Q. The license remained unchanged throughout

its life, did it not? A. It did.
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Q. And, nevertheless, you did push the bed and

sold a great many of them, did you not ?

A. Eventually we pushed it as hard as we could.

Q. How many beds did you sell and account for

during the license period? A. I don't know.

Q. How many hundred? A. I don't know.

Q. Did you sell as many as a hundred?

A. Oh, yes.

Q. 500? A. I would say yes.

Q. A thousand? A. Possibly.

Q. In the same letter you state, ^^Our principal

competitor, with this installation, the only one they

use, sell a wall bed equipped with a coil spring in

some cases less than $30.00."

Q. Who Avas the principal competitor that you

had reference to in that letter?

A. The Macaulay Foundry Co.

Q. The Macaulay Foundry Co.? A. Yes, sir.

Q. Was that foundry selling beds ? A. Yes, sir.

Q. Under the name of the Pacific Wall Bed Com-

pany? A. Yes, sir.

Q. So it was really the Pacific Wall Bed Com-

pany that you had reference to ?

A. One of the heads of the Macaulay Foundry

Company was selling the wall bed. It was sold at

their place of business.

Q. Who was that gentleman?

A. Mr. Henderson.

Q. Do you know that the Pacific Wall Bed Com-

pany, or the Foundry Company, or this gentleman,

had a license to sell the beds that he did sell ?
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A. If they had a license, it was illegal; we took

out a [76] license under the Anderson patent

December 13, 1920, and this company was selling

beds after that period; we had at that time an ex-

clusive license under the Anderson patent. If we
had, how could the Macaulay Foundry Company
have another? That is why I don't believe they

had a license.

Q. Subsequently the Pacific Wall Bed Company
went out of business.

A. Several years afterwards, yes.

Q. There was a reply, was there not, from the

Holmes Company, in answer to this letter of May
21, 1921, a copy of which I will show you?

A. I don't remember.

Q. Do you recall that copy that I hand you as

the reply?

A. I think I received the letter. I don't re-

member.

Mr. TOWNSEND.—You have the original in

your files. This letter is dated May 27, 1921, ad-

dressed to the Rip Van Winkle Wall Bed Co. Inc.,

and reads as follows

:
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PLAINTIFFS' EXHIBIT No. 13.

"Msij 27th, 1921.

'^Rip Van Winkle Wall Bed Co., Inc.,

132-36 Thirteenth St.,

Oakland, Calif.

'' Attention: Mr. Neil Sinclair. [77]

'' Gentlemen:

'^Replying to your letter of the 21st in connec-

tion with the Anderson Door Bed installation, re-

gret to advise that we are unable to give 3'OU any-

thing definite until September 1st.

''If agreeable we would like to be advised who

your competitors are, using this installation. It

may be of interest to you to know that Mr. Gibson

is going to move from his present location and from

what we can learn has discontinued the double door

bed.

''Assuring you that we will give you every con-

sideration we can as to the sale of the above men-

tioned bed, we remain,

"Very truly yours,

"HOLMES DISAPPEARING BED CO.
'

' GH/MH. By .
'

'

(The letter was marked Plaintiff's Exhibit 13.)

Q. The Mr. Gibson referred to was the same Mr.

Gibson to whom you addressed a letter, and which

has been offered in evidence?

A. Presumably so, yes.

Q. When did you say you first put the Ideal bed

on display anywhere?
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A. We sold the Ideal bed in the bay district here

in 1921.

Q. And then you withdrew it for several months ?

A. Temporarily, yes.

Q. You said something about putting it out in

1923 ; was that in Los Angeles ?

A. We commenced selling the Ideal bed aggres-

sively on June 1, 1923.

Q. And as soon as the injunction was granted

you withdrew its sale completely? A. Surely.

Q. And that injunction was granted in 19231

A. 1924.

Q. The injunction was granted in 1923, wasn't it?

A. We commenced selling the bed in 1923 and we

continued to sell it all during [78] the fall of

the year.

Ql. The record shows the injunction was granted

in 1924.

A. I was under the impression that it was in

January, 1923.

Q. December 31, 1923, and continued in force

until the latter part of November, 1924. A. Yes.

Q. Then you resumed the sale of the Ideal in

Los Angeles? A. Surely.

Q. And you have a suit now pending against you

in Los Angeles, have you not, on this Anderson pat-

ent, for infringement of the Ideal structure?

A. Yes, sir.

Q. When was that suit brought ?
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A. I don't remember. It was during the middle

of 1925, as I recollect it.

Q'. Some time in the month of June, 1925?

A. I think around that time.

Q. In that suit, however, the Marshall & Stearns

Co. is not a party? A. No.

TESTIMONY OF eT. A. BRIED, FOR DEFEND-
ANT.

J. A. DRIED, called for the defendant, sworn.

Mr. BOYKEN.—Q. Where do you reside, Mr.

Dried? A. In Oakland.

Q. What is your occupation?

A. I am a patent solicitor and mechanical ex-

pert.

Q. What are your qualifications as an expert in

this case?

A. My mechanical experience has extended over

many years, perhaps 25 oi* 30 years ; for about 20 of

those years I served in various iron works, engineer-

ing departments, as draftsman, engineer, designer

of mechanical apparatus, and expert on patents.

I have made various inventions myself; I own over

30 patents on many things that I hav^ invented,

extending all through mechanical equipment. [79]

Q. What experience have you had in reading the

descriptions and drawings of patents?

A. During my long association with these iron

works, it has been my regular business to study



vs, Verne L. Holmes et ah 97

(Testimony of J. A. Bried.)

patents and study methods for improving structures

and improving all kinds of machinery, and pat-

ented devices. Of course, that experience culmi-

nated in my final registration in the Patent Office,

and following solicitor work almost exclusively to

everything else.

Q. Have you any business relation with me ?

A. On a certain time basis, that is on part time

basis, yes.

Q. You also do work for other people and con-

cerns ?

A. I have my own private practice; in fact, quite

as much outside of your office as in your office.

Q. Now, I will ask you to go over the prior art

as briefly ;is possible, commencing with Exhibit '^A"

and going down to and including Exhibit ''M," hav-

ing in mind particularly the matters in the prior art

which are pertinent to this litigation ; and in that re-

spect I will ask you to be as brief as possible but

still cover the ground.

A. The patents of the prior art on the wall bed

subject are numbered here from ^^A" to ^^M."

They are the exhibits in the case. They show what

the various inventors tried to do in developing wall

beds from some 50 years ago to the present time.

The first patent. Defendant's Exhibit ^'A,'' to Ar-

naud. No. 84,466, of date December 1, 1868, shows

a folding bed carried on a door to swing out from

a cupboard or cabinet so that when it is swung out

the bed will extend adjacent the door. The bed
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happens to be one which in itself is again hinged

so that it may be collapsed into a smaller size space,

as though it had not that hinge. The door in this

case permits of the bed lying either adjacent the

opening at right angles to the [80] cabinet, or

it may extend parallel to the cabinet by swinging

the door, as the patentee says in his specifications.

That was the first of our records.

After that, in 1877, Defendant's Exhibit ^^B,''

Pabst, No. 189,776, that shows an improvement over

Arnaud, as he thought, in collapsing his bed side-

ways out of a cabinet. He had a double-door

cabinet; one of the door open, the opening per-

mitting the bed, which was folded longitudinally, to

come out of the cabinet, and after it was out of

the cabinet it permitted either or both doors to be

opened or closed without interfering with the bed.

Fig. 4 shows the bed extended. Fig. 5 shows it in

plan, showing both doors of the cabinet closed

above the bed.

After that came Meissner, Defendant's Exhibit

^^C," patent No. 277,046; this inventor is the first

in our records to show a common house door used

as a support for the bed. He pivoted his house

door at the lower portion, and pulled it straight

down in a form known now as a recess bed. The

door formed the bottom of the bed. He used the

transom above the bed as a ventilator for the closet

in which the bed was stored. He seems to have

been the first one to attach the bed to a door of the

building, making it part of the house.
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The next one, Defendant's Exhibit ''D," Ruggles,

No. 748,563, December 29, 1903,—this shows a bed

hung on a common hinged house door. This bed

opens with the door. Fig. 2 shows the door open

alongside the wall of the room with the bed extend-

ing at right angles from it. In this case he uses a

modern type of wall bed, the bed being hinged to a

pair of brackets at the base of the door, so as to

fold vertically on the door when the door is closed.

This is a replica of the modern wall bed, with the

exception that the bed is narrower than they now
use. It was a single bed, and would go in the door,

because it did [81] not project beyond the door.

It was within the width of the door. It folded into

the other side of the wall.

After this we have the James patents—Defend-

ant's Exhibit ^^E," No. 700,501, May 20, 1902. In

the James patent, he has quite a lot of stuff here

regarding apartment development. We will turn to

Fig. 1 in here—Fig. 2 of the James patent.

That figure shows a pair of doors leading from

one compartment to another. On one of those doors

is mounted a stove. No. 37. This stove projects be-

yond both sides of the door upon which it is

mounted. It is folded into one compartment and

may be extended into another compartment as

shown by the dotted lines. In this patent, the in-

ventor shows a pair of doors. The one upon which

the stove is mounted abuts another door, so that

the extra door can be used as a passageway to go in

and out from one room to the other without molest-
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ing the stove, although it is necessary in this in-

stance to use the space of the auxiliary door in order

for that stove to swing, because the corner of the

stove would project into the space of the other door

in swinging to the dotted position.

The next patent, Defendant's Exhibit ^^F," is also

to James. That is dated April 5, 1904. It is pat-

ent No. 756,371. This patent also relates to many
things in apartment house construction, and one or

two figures are pertinent in this case. Those are

figures 2 and 3. I have enlargements of Figs. 2

and 3. Perhaps I had better put those up now.

Q. You can put up the enlargements and confine

yourself to an explanation of Figs. 2 and 3 of that

James patent.

A. This is a photographic enlargement of those

figures in that patent. In this development, James

placed two doors adjacent to one another similar

to the other patent, and mounted a stove upon one

of the doors. The stove is painted green here.

The [82] auxiliary door is painted blue.

Q. Will you point out the side-hinged door and

the centrally pivoted door?

A. In this particular instance, both doors appear

to be side hinged. There is some confusion in the

drawing, it is not exactly clear as to whether that

is so, or as to whether this might be a pivoted door,

because the dotted lines in this view seem to extend

through h(a-e. We will assume that it is a side-

hinged door. There are two side-hinged doors.

One is an auxiliary door, and one carries a stove.
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The stove projects beyond the hinges of the door, and
along the wall of one of the compartments when the

door is closed, as you can see by this solid green por-

tion
; the other door permits a passageway. When the

stove is swung out into the dotted position, it is

necessary to open the auxiliary door to provide for

clearance for that corner of the stove; otherwise,

the stove would not come out. After the stove is

out, the auxiliary door may be closed /or opened

for free passageway. The object of the inventor

was to close one compartment when using the device

in either of the compartments to maintain the

compartments separate and to provide a door to

go in and out without molesting the article. Of
course, it was necesary to open the auxiliary door.

This extension of the door beyond the wall when the

door is closed is particularly pertinent here, as we
will see later.

Q. What have you to say about the recess at the

extreme right-hand side of the stove'?

A. That recess extends beyond the hinged point

of the door ; the stove overlaps the door almost half

of its length, as though the door came to here and

the stove stuck out that far beyond, so that when it

folded up it overlapped the wall for half the length

of the stove. It is a matter of degree; that recess

could be any size. [83]

Q'. What is Fig. 3^

A. Fig. 3 is an enlargement of this portion, sim-

ply showing the parts more clearly, showing the
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extending of the stove beyond this hinged point into

this recess.

Q. Does this particular James patent also show

other articles of furniture movable from one com-

partment to another ?

A. In this James patent he shows quite a number

of articles that are similarly movable, I believe.

He shows quite a number of cupboards with shelves

and different things hanging onto them that come

in from one room to the other.

Q. I call your attention to Fig. 2, No. 49, and ask

you what that is?

A. That is a little device on a door that swings

from one compartment out into another compart-

ment. What that device is, I will have to turn to

the specifications to see. It is a little cabinet of

some kind; it may have shelves, drawers, or a re-

cess, 49, enabling the door when closed to serve as

a bookcase for small articles of any kind.

It is just some cabinet hung on the door for use in

one compartment or another.

After that patent, James devised the most im-

portant improvement in his apartment house con-

struction. That is Defendant's Exhibit ^^G"—

A. (Continuing.) This improvement, which

James shows in the next patent, No. 825,840, July

10, 1906, is the combination of a centrally-pivoted

door and a side-hinged door. Fig. 1 shows this in

elevation, and Fig. 4 in plan. I have an enlarge-

ment of this figure which I would like to put up.

This improvement consisted of a centrally-pivoted
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door, colored red, [84] working in conjunction

with a side-hinged door, colored blue. These two

doors completely closed one compartment from an-

other compartment. He shows mounted on the

pivoted door a stove which could be swung around

from one compartment into the other. In this

particular instance, the stove is within the width

of the pivoted door. It does not require the open-

ing of the hinged door in order to get in and out

of the compartment. In his specifications he says

the stove may be of a certain size, as to almost take

up the whole space in the compartment. That

implies that he was not restricting himself to any

sized stove. I can read his exact words on that

:

''The compartment 2 may contain the usual

kitchen facilities, such as a sink, 26, and shelves,

27, and when the swinging closure is moved to

bring the stove into said compartment, said

stove may extend alongside the sink into the

space between the sink and shelves, so that

practically all the space in said compartment

will be utilized."

Those words show that that stove was only an ex-

hibition of a stove. We have a model of this same

device here with two different sized stoves hung

upon it.

Q, Is this model you refer to Defendant's Ex-

hibit ''P''^ A. Yes. This model—

A. (Continuing.) This model is made in accor-

dance with the patent which we have here. It has

a shelf which symbolizes the sink. That is sup-
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posed to be the sink. The little shelves back here

were not shown, because they are of no importance.

This is the stove, made about the size in accordance

with the patent. There is the sink in accordance

with the patent. [85] When he says the stove

can occupy practically all the space within the com-

partment, or that the whole space can be utilized,

necessarily a person would have to put on a large

stove in order to utilize that space. We have a

larger stove here to show that. The larger stove

will simply hang over the other one. That is fully

in accordance with the patent specifications. It is

made as large as it practically can be made without

interfering with the sink. It substantially uses

the space, as he states.

The COURT.—Q. It is not supposed to be wider

than the door, is it?

A. He does not limit himself. He says it can oc-

cupy all the space substantially in the compartment.

Since in his previous patent he shows a stove ex-

tending half its distance beyond the door, he cer-

tainly had that in view when he stated that that

space could be used. In the previous patent the

stove extended its full half length beyond. So that

there is no limit in that.

Mr. BOYKEN.—Q. How does this model of the

James patent compare with Fig. 4 of the James

Patent No. 825,840?

A. The model is a good representation. It is

substantially accurate, so far as ordinary workmen

can make it.
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Q. What have you to say of the stove being

capable of being removed from the door?

A. That is not there, but that was simply done for

illustrative purposes here in court, so that we could

hang on another stove or hang on a bed. That is

not a feature of it, though.

Q. What is that space to the right of the stove

which apparently is designated as 3 ?

A. That is a series of shelves. They were omit-

ted from the model as being unnecessary. It was

simply to show that shelves could be put in the

compartment.

Q. There appears to be a wall which runs at right

angles to [86] the centrally-pivoted door in the

James patent drawing; how is that shown in the

model %

A. In the model, that is shown by section lines on

the outside of the casing, to denote where that wall

was on the James patent. That is merely the build-

ing wall. At this time it seems proper to call at-

tention to the fact that all of these beds really relate

in these swinging structures to getting a structure

from one side of the wall to the other side of a

wall through a doorway; they have nothing to do

with the walls of the building. Whether the ad-

jacent walls of the building are near, or far, or

whether the compartment is large, or small, the

Patent Office has consistently refused to allow ap-

plicants to make those things a feature of their

bed structure, or their stove structure. The Patent

Office says that all inventions of this sort are con-
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fined to the door on which the article is hung, and

to what actually functions in getting them in or out.

Whether this wall is jiear here, or whether this com-

partment is little or big, that is beside the invention

;

that is building construction, and that is apart from

the question under consideration.

Mr. BOYKEN.—Q. What is there in the record

in the present case which substantiates that state-

ment of yours ?

A. In the Anderson case, the claims were rejected

eight times. About six or seven of those rejections

were on account of the applicant trying to bring in

adjacent room structure. The Examiner main-

tained that it had nothing to do with this invention,

that he would have to divide his application if he

was claiming a building, that anyone could put a set

of doors opposite each other, and so on. [87]

Q. Will you pick up the next patent in the prior

art and explain that as you have done the others?

A. The James patent just passed was followed

by another James patent. Defendant's Exhibit ^^H,''

No. 828,481, of August 14, 1906. In this patent

James also shows his combination of a pivoted and

an auxiliary door. I have an enlargement of Figs.

10 and 12 of that patent. These figures show

James' previously conceived combination of a

pivoted and an auxiliary door leading from one

compartment to another compartment. In this case,

however, he shows the auxiliary door as being a

sliding door, instead of a hinged door. Upon the

pivoted door, colored red here, he shows an article
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of furniture mounted. That article is very large.

It is an ice box and a sideboard, apparently, and a

lot of electrical heating devices or electrical stoves

here. It is so large, in fact, that when it is swung

from one compartment [88] to the other, it re-

quires the opening of the auxiliary door. The

corner following this line means naturally that the

door must open in order to swing it from one com-

partment to another. After it is in that compart-

ment, the auxiliary door may be freely opened or

closed, and affords a clear passageway from one

compartment to the other when the article of furni-

ture is on either side of the wall of the building.

Q. How have you indicated that article of furni-

ture when it is one one side of the opening, and

how have you indicated it when it is on the other

side?

A. It is colored green on the forward side of the

opening, and in lighter shaded green in the re-

verse position.

Q. How is the centrally-pivoted door shaded?

A. The centrally-pivoted door is shaded light, the

same as in the other enlargement.

Q. And the second or auxiliary door?

A. Blue. The representation in Fig. 10 shows

these two doors of substantially the same width to

look like a pair of ordinary doors. This patentee, as

our records show, is the first man to bring in a piv-

oted and auxiliary door working in combination, so

that an article hung on the pivoted door could be

swung from either side of the wall to the other. The
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auxiliary door affording clearance for the article,

and the auxiliary door affording also a constant

passageway through from one side of the wall to

the other, no matter where the article was posi-

tioned.

Q. Does this particular patent to James show

other objects or other articles of furniture which

are movable from one compartment to another com-

partment through an opening?

A. It shows several articles. It shows in Fig. 1

a garbage bucket that goes from one side of the

wall through to the other on a hinged door. It

ghows— [89]

Q. I call your attention to Figs. 3 and 4.

A. 3 and 4 show another view of the article

which we have just considered in Fig. 12. There is

an ice-box, a sideboard, and folded electrical heating

stove all together, mounted on a door to swing from

one compartment to another.

Q. What door is that in reference to your en-

largement ?

A. That is 54. All three articles are colored. He
mounts all those on this pivoted door.

Q. Now, I will ask you to take up the next

patent.

A. The next is Defendant's Exhibit '^I," the

patent to Merrill 854,171, May 21, 1907. In this

patent the patentee shows a combination of doors

pivoted at a corner and mounted on one side of the

door dressing table. No. 11, and on the other side of

the door a china closet, No. 8. He shows an auxili-
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ary door revolvable as a unit with the whole device,

the auxiliary door being numbered 10 in Fig. 2.

Q. What articles of furniture are movable

through that opening in the Merrill patent you have

just referred to?

A. In the Merrill patent, when he revolves his

pivoted door he carries with it a dressing table, 11,

a small cupboard in the corner; on the other side

of the door a glass china closet, No. 8. He also

carries with it his auxiliary door. He has it all

mounted on the pivoted door to swing from one

compartment into the other.

Q. Now, take up the next patent.

A. The next patent is Defendant's Exhibit *^J,''

also to Merrill. In this patent he confines his show-

ing to a bed mounted on a centrally-pivoted door.

It is the first of our records showing a centrally-

pivoted door with an actual bed mounted upon it.

Fig. 5 shows it. Fig. 6 shows it in plan. The

pivoted door is revolvable from one position to an

opposite position, to carry the bed from one side of

the wall to the other. On the other side of the door

he has [90] mounted a sideboard. The bed is

one one side and the sideboard is on the other. This

is the first record we have of an actual bed and a

sideboard mounted on a centrally-pivoted door. The

bed is of the usual folding type, such as now sold,

pivoted on its lower end and pulled down from the

door and to extend outwardly into the other com-

partment. In Fig. 5 it should be clearly noted

that the bed may be pulled down from the door and
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used in either compartment on either side of the

door. You can pull the bed down this way or you

can pull it down that w^ay w^hen it is swung around.

He is not confined to use the bed on either side of

the wall. It is symmetrical and usable on either

side of the wall.

Q. Now, take up the next one.

A. The next is also the Merrill, Defendant's Ex-

hibit '^K/' patent No. 972,462, of date October 11,

1910. This is similar to the patent we have just

looked at, and relates only to the details of im-

proved swinging legs whereby, as the bedstead is

let down from the door, the legs will swing out and

assume a proper position. It is practically the

same as the previous patent.

Q. Now, take up the next one.

A. The next is Defendant's Exhibit '^L," patent

to Jordan, No. 892,668. This patent to Jordan is

similar to Merrill, a vertically centrally-pivoted

door mounting a folded bed on one side and a side-

board on the other side, or a mantel-piece, as it

seems to show here. This patent to Jordan also

shows a gas connection to a gas stove which may be

mounted on the door, the gas connection passing

through the lower pivot of the door.

Q. What is the date of that patent?

A. July 7, 1908. In this case also the bed may be

pulled down from the door and used on either side

of the wall. It is symmetrical. If the compart-

ments are big enough the bed could be used on

either side. [91]
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Q. Have you any model of the Jordan Bed?
A. Yes, we have a model of either the Jordan or

the Merrill. They are both the same, so far as the

model is concerned, a centrally-pivoted door and

mounting a bed on one side. We have omitted the

other article of furniture from the other side be-

cause that can be anything or it could be nothing.

The bed is usable at either side of the wall. It

simply swings from one side of the opening to the

other. Upon either side the bed could be extended

and used. That is in conformity with either Mer-

rill or Jordan.

Q. What is the next patent?

A. The next patent we have is to Fry. That is

Defendant's Exhibit ^'M." It is patent No. 966,898,

and is dated August 9, 1910. In this case the in-

ventor shows a vertically-pivoted wall bed. He
used here ingenuity to make the bed work in a

^hallow recess, so that when it was revolved it

could enter a recess which was of lesser depth than

half the bed. A vertically-pivoted door, centrally

pivoted, will ordinarily require a recess of at least

half the depth of the door in order to revolve, but

by the leverage mounting of this inventor, he was

able to swing his bed around in a recess of much

less depth than half the width of the bed. In his

specification he mentions the depth in which he

could swing it, I believe. He says: ''As a matter

of fact, by mounting a panel on a double pair of

arms 5 and 6 at top of bottom, I am able to success-

fully operate a double bed in a closet which is not

over 15 inches deep." In other words, he was con-
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cerned in getting the bed turned around on a verti-

cally-pivoted door in a very shallow closet, and he

succeeded.

Q. Now, will you take up the Anderson patent

that is here sued on, and having in mind particu-

larly Claims 1 and 3, which are the claims in issue,

I will ask you to explain the mode of operation of

the Anderson patent. [92]

The COUKT.—We will cross that bridge when

we come to it.

A. In the Anderson patent we see a wall with an

opening in the wall and a bed, colored green,

mounted on a vertically-pivoted door, colored red,

with an adjacent hinged door, colored blue. The

vertically-pivoted door colored red and the ad-

jacent hinged-auxiliary door colored blue are

mounted in the same relation as in the James patent

which I explained a moment ago. Upon the pivoted

door Anderson mounts a bed, colored green. His

invention, as expressed in his application, re-

lated to trying to get a bed in as small a wall space

as possible, so that it could be used on either side

of that wall space. His specification substantially

uses those words. On the other side of the wall

space he shows two doors, 5 and 6. Those are hinged

doors, hinged at the two corners. In this drawing,

which is an enlargement of Anderson, a perfect

copy, you will see that those doors 5 and 6 touch the

bed. He also shows a small space at one end of

the bed. By striking a circle from the central

pivot of his door upon which the bed is mounted,
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you will see that that small space is absolutely

necessary in order to clear the corner of his bed

as it swings out. It is not a usable closet space, it

is merely clearance. It is not a passageway. The

object of his invention was to get the bed in as

small a space as possible. He was not making the

space big for a passage. Consequently he made it

so small that there is even interference, it would

strike the hinge, and would scarcely come out.

These two doors, 5 and 6, on the other side, were

[93] presumably so that when they were open the

bed could be swung out into its position on the

right-hand side of the wall, whereas when the bed

was revolved to the dotted red line on this side the

bed could be used on the other side of the wall, the

wall being numbered 2, 2. However, in this par-

ticular showing of Anderson, his two doors, t and 5,

touching the bed, would make it utterly impossible

to get his bed out of the closet, because there is

no room for this corner to swing. In trying to re-

volve that pivoted door, this corner would strike

this door at this point, because it could not come

out, it has to describe an arc. In his endeavor to

show how small a space he could make his bed work

in, he closed it up so that it would not work at all.

I understand that that is no issue in the case, it

is merely something I see in passing. In the

Anderson patent, in order to turn the bed from one

side of the wall to the other, he was obliged also to

open auxiliary door, the same as James had to open

his auxiliary door to get his big stove out. After



114 Eip Van Winkle Wall Bed Co.

(Testimony of J. A. Bried.)

the bed was out, he could pull it down on this side

of the wall or on that side of the wall. When it

was out he could close the auxiliary door, the same

as James. He used exactly the same two doors of

James, and in the exact relation, and a pair of

doors—a pivoted and a swinging door—which was

done nowhere else in the prior art except in James.

James showed simply one article on there and this

man shows this bed on there. They work precisely

the same. We have a model here of both articles,

both of James and of Anderson, and they show

that they are interchangeable on the doors.

Q. Will you now go to the model of the Anderson

Fig. 2 and show where the centrally-pivoted door

3 on Fig. 2 appears in the model?

A. The centrally-pivoted door on the Anderson

model is this left-hand door. In this model the bed

was made detachable, [94] so that we could

show the interchangeability of the stove and the

bed. In the Anderson patent, the bed is firmly

secured to the panel of that door. When it swings

out it follows a path prescribed by the pivoting of

the door. After it is out, then, of course, this

other door may be closed.

Q. Where are the doors 3 and 4 of Fig. 2 shown

in the model?

A. The door 3 is the pivoted door which we have

just considered. Door 4 is the hinged door on the

right of it.

Q. Where are the other doors on the opposite
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side of the opening which are designated in the

figure as 5 and 6?

A. They are in the rear of this compartment,

back here.

Q. Will you turn the model around so that we

can see doors t and 6 %

A. Yes. Doors 5 and 6 are at the other side of

the compartment. You will notice that unless they

are open the bed cannot come out. That is strictly

in accordance with the Anderson patent; his draw-

ing proves it; unless these two doors at the other

side of the wall, which could not be reached—un-

less they are opened, the bed could not be gotten

out of the recess. In other words, it is inoperative

as it is shown.

Mr. BOYKEN.—No defense is made that the

Anderson patent is inoperative.

The COURT.—Q. You mean that to get the bed

€ut you must open those two doors ? A. Yes, sir.

Mr. BOYKEN.—Q. Is that an inaccuracy of

drawing?

A. I would not like to say that. Presumably it

was checked up by the Patent Office and passed.

If the man wanted it that way it would not work

unless someone w^ent around the other way and

opened those doors. It would be substantially like

this, and would be inoperative. [95] However,

that is simply something that I noticed on the draw-

ing in looking at it.

Q. What is the object of having to place the
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doors 3 and 4 on one side and the doors 5 and 6 on

the other?

A. Simply to conceal the bed when it is in the

wall space; to close the bed up when it is in the

hole. But they do not function. In this particu-

lar instance they are put so close that they prevent

the bed from, functioning. They have no real re-

lation to the invention as the applicant attempted

to get claims on them all.

Q. How was the bed pulled down in the room

when the doors 5 and 6 were open?'

A. When 5 and 6 are open, the interference of

the doors does not exist, and the bed lowers straight

out.

Q. Will you lower it? A. Yes.

Q. Now, lower the bed in the opposite side of

the wall space by opening the doors.

A. It lowers in the same way. It does not func-

tion any differently on either side of the door.

The operation of the bed is not affected by the door

on which it is hung.

Q. According to the description of the Anderson

patent, how is the bed attached to the centrally-

pivoted door 3 ?

A. According to his specifications he says that

the headboard of the bed is firmly secured to the

door 3, or to the panel 3 may be his words, by bolts

which he designates 8a. Those bolts are shown in

several views of his drawing as passing through the

headboard of his bed and straight through the

door, so that it is immovably secured to the door.
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Q. Read into the record the portions of the

Anderson patent [96] which relate to the man-

ner of securing the bed to the door.

A. On page 1, in the lower portion of the first

column, he says: '^The bed frame 8, a stationary

headboard upon which the frame is mounted."

On the next page he says

:

^^Upon this panel 3 there is substantially

mounted on one side a stationary headboard

8 by means of bolts 8a."

Q. Where are bolts 8a in that enlargement?

A. The headboard is 8 and the bolts are 8a,

passing through the headboard and through the

door, bolting the headboard firmly so that it is

immovable on the door, rigid on the door. On the

next page he shows his claims, and in those claims

he also states that the headboard of the bed frame

is secured to the panel. That is in Claim 1. In

Claim 3 he says that a headboard of a bed firmly

mounted on the said pivoted panel.

Q. According to the drawing and description of

the Anderson bed, would it be possible to moimt

the bed pivotally to the door 3, as in the Ideal type

of bed which the defendants make?

A. In this showing of Anderson it could not be

done, because in the Ideal type the bed is displaced

laterally with respect to the door. In this mount-

ing of Anderson he shows a limiting hole in the

wall, so small that no displacement would be pos-

sible. If the Ideal structure were placed in here,

the bed could neither get in nor out.
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Q. What would prevent the bed from being later-

ally displaced with respect to the opening when it

is on the right-hand side of the opening closed by
the doors 3 and 4?

A. On the right-hand side—you mean on the

present side?

Q. As it is in the drawing.

A. It could not be displaced this way because it is

against the wall, or substantially against it; it

could not be displaced the other way, because it

would [97] not have clearance to come out. It

must be in that particular position. It could be

nowhere else in this Anderson patent.

Q. Could the bed be displaced with respect to the

opening when it is on the other side of the opening ?

A. When it is swung out on this side it could

be displaced at that time if the mechanism which

displaced it did not start to move until it was out

of the hole; when it is swung out in its present

position it is offset from the door, but it does not

displace relative to the door.

Q. I will now ask you to pick up the prior art

patents which you have gone over. Having the

prior art patents before you, what is the earliest

date that you find a wall having an opening with

an object coming through that opening?

A. A hole in a wall with an object coming through

the hole, you say?

Q. Yes.

A. The earliest date showing an opening in a
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wall of a building would be in 1883, to patent to

Meissner, Defendant's Exhibit ^^C."

Q. You find a centrally-pivoted panel in the prior

art to which is attached an object enabling the ob-

ject to come from one compartment to another, do

you, and if so, at what date ?

A. The earliest date shown here of a centrally-

pivoted door with an object—a bed, in fact—^hung

on that door, is in Defendant's Exhibit ''J/' patent

to Merrill, of 1908. It shows a bed mounted on one

side of a vertically and centrally-pivoted revolv-

ing door, and a cupboard on the other side, the bed

being usable at either side of the wall.

Q. What patent in the prior art shows the com-

bination of a centrally-pivoted panel and auxiliary

door with an object attached to the centrally-pivoted

panel ?

A. The patents to James. James is the only one

in our record, or that we could find, that shows a

peculiar combination of a vertically-pivoted door

and an adjacent auxiliary door, either hinged or

sliding. In one patent [98] he shows the auxili-

ary door hinged, and in the other one sliding.

Q. In which patent does he show it hinged?

A. In patent No. 825,840, of July 10, 190G. He
shows the auxiliary door affording passageway

without interfering with the article.

Q. What exhibit number is that?

A. Defendant's Exhibit ''G." He shows the

auxiliary door as being hinged so that it can swing,

affording a passageway without molesting the ar-
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tide hung on the pivoted door. The household

article hung on the pivoted door being a stove i]i

this case.

Q. In which patent to James do you find the

combination of a centrally-pivoted door and an

auxiliary door otherwise mounted?

A. In Defendant's Exhibit ^^H/' patent to

James, of February, 1906. In this patent his

auxiliary door, No. 11, is a sliding door, as shown

in our enlargement which we passed a minute ago,

showing that whether the auxiliary door was slid-

ing or hinged, its effect was the same. It was a

closed passageway, and yet giving free access from

one room to the other, alongside of the pivoted door

carrying the article of furniture.

Q. Where in the prior art do you find an object

attached to the door, the object extending beyond

the door so as to overlap the door?

A. We find that in one of the James patents.

It is found in two of the James patents. It is

found in Defendant's Exhibit '^F,'' wherein his

stove mounted on a swinging door projects about

half its distance beyond the door. When the door

is closed the stove extends along the wall for about

half its distance. We also find it in another James

patent. Defendant's Exhibit ^^E." In this the

stove. No. 37, projects beyond vertical edges of the

door upon which it is hung.

The COURT.—Q. How far?

A. About a quarter of its length on both sides; a

quarter of its length on one side of the door

—
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Q. Leaving a passageway from one room to an-

other?

A. He has an auxiliary door for that purpose,

No. 22; he has an auxiliary [99] door for that

passageway. I would like to check myself on that.

Yes, he has an auxiliary door to afford that pas-

sageway.

The COURT.—Recess until two o'clock.

(A recess w^as here taken until two o'clock P. M.)

[100]

AFTERNOON SESSION.

J. A. BRIED, direct examination (resumed).

Mr. BOYKEN.—Q. In what patents in the prior

art do you find the combination side-hinged door

and a centrally-pivoted door, the extra side-hinged

door adapted to passing an object attached to the

centrally-pivoted door from one side of the open-

ing to the other?

A. I find that shown only in the James patents.

It is shown in this exhibit—I would like to have

that question asked again.

Q. I will withdraw that question. I ask you in

what patent in the prior art do you find that combi-

nation where there is an auxiliary door, whether

that auxiliary door be side-hinged or otherwise

mounted ?

A. I find it in one of the James patents. Defend-

ant's Exhibit ^^H," No. 828,421, wherein a cen-

trally-pivoted door mounts a large object, and an

auxiliary sliding door provides the necessary room
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for that object to circle around with the revolving

door.

Q. Where in the prior art do you find an object

mounted on a centrally-pivoted door where the

auxiliary or second door is necessary for a passage-

way between both sides of the opening?

A. I find that in several of the James patents.

That is found in the James patent, Defendant's

Exhibit ^^G," wherein the auxiliary door is neces-

sary for a passageway from one side of the wall

to the other adjacent the article which is hung on

the pivoted door. I also find it in Defendant's

Exhibit ^'H/' the James patent, wherein the aux-

iliary door 11 is necessary to afford a passage be-

tween the compartments alongside the centrally-

pivoted door that carries the article.

Q. Do you find anywhere in the art where the

object is a bed, and there is a passageway from

one side to the other? [101]

Q. I presume that means alongside the bed?

Q. I am referring to the case where there is a bed

mounted on a centrally-pivoted door, and there is

a passageway alongside that bed which enables you

to go through the opening when that bed is in its

place in the opening? I call your attention to the

Ideal bed in this case, and ask you if you have any-

thing to say about that in connection with my
question ?

A. I find nothing in the art as shown in these

patents but the Ideal bed is the only structure that

I know of that shows that feature wherein a cen-
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trally-pivoted door mounts a bed, or a bed is

mounted on it. I find nothing in the prior art.

An auxiliary passage is afforded to either side of

the wall by an adjacent swinging door. The Ideal

structure is the only one on exhibit in this court

to-day where that is shown.

Q. I call your attention to the two models that

are here, one of James, and the other of Anderson,

and I am going to ask you how the Anderson model

differs from the James?

A. The pivotal arrangements of the doors, one

pivotal door and one swinging door, is precisely

the same. There is no difference in the doors.

One of these pivotal doors, in the case of Ander-

son, mounts a bed, and in the case of James a

stove. The difference merely is that Anderson

hung a common bed upon the door of James in

place of a stove. There is no structural difference

whatever.

Qi. Is there any difference in the mode of opera-

tion between James and Anderson?

A. There is none. The article to be used is hung

on the pivoted door. On the swinging door, ad-

jacent the door mounting the article, is used for a

passageway when the article is out of the recess,

in the case of Anderson, and in the case of James,

incidentally it can be used either when it is in or

out, because the article is smaller. There is no

mechanical difference whatever. [102]

Q. I am going to take the stove off the back of

the centrally-pivoted door of James, and ask you
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to substitute a bed on the James structure, instead

of a stove; how would you do it?

A. It simply would be hanging on the door in

the same manner as the stove of James in James'

prior patent, where he shows his stove projecting

half way beyond the door. That is in James' Ex-

hibit ^^F," wherein he shows his stove projecting

half way beyond the door. In this instance it sim-

ply projects half way beyond the door, so that it

can revolve in either compartment. It does not

alter the door structure in the least bit. It does

not change the functioning of the bed the least bit.

Q. Have you hung that bed in the manner in

which it operates?

A. That is the way it operates. It is hung on

the James doors, extending beyond one edge, sub-

stantially as he shows in his patent. He hung it

projecting beyond one edge there, which is the same

fedge here. That may not be thought correct, but

I will show you that that is so. The wall opening

which the two doors close has opposite sides; one

side is one compartment and the other side is the

other compartment. In this instance, James shows

his stove projecting beyond the right-hand hinge

of the door; by reversing it this way, one compart-

ment becomes the other compartment. There is

no difference. Rights and lefts mean nothing in

the wall bed business, as these gentlemen have tes-

tified. They reverse them, right or left, and shift

the walls of the buildings to suit. We find when

this door is closed the stove projects along the wall^
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as you can see here, half of its length along the

wall beyond the hinged portion of the door. That

is precisely the mounting of the Anderson bed on

the James door. He mounts it so that it extends

along the wall precisely the same as that drawing

when turned upside down. If this green stove

can be considered another article of furniture—

a

bed— [103] It has the precise mounting of the An-

derson patent, just by turning the article upside

down. That is making rights and lefts out of the

article.

Q. I am going to read claim 1 of the James pat-

ent, Defendant's Exhibit ^^G," No. 825,840, and as

I read the claim I am going to ask you to point out

in the Anderson structure the corresponding parts

of the claim 1 of James. In that respect, I am
going to ask you to use the model instead of the

drawing. **The combination of two adjacent com-

partments"; do you find that there?

A. Yes, one here and one here.

Q. '^A wall there between provided with an open-

ing''; do you find that?

A. This is the wall, and this is the door opening.

Q. ''A door hinged in said opening"; do you

find that? A. That is this door.

Q. ^'And a swinging closure pivotally and re-

versibly mounted adjacent to said door"; do you

find that? A. This is the pivotal door, yes.

Q. '^And a stove attached to one side of said

swinging closure"; do you find a stove there?

A. We find a bed there, not a stove.
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Q, Now, I am going to ask you very briefly to

give us the mechanical differences only between the

two types of the defendant's structures, the Ideal

and the Duplex. First, take [104] up the Du-
plex and then the Ideal.

A. In the Duplex type of bed the doors of James

are used. Also in the Ideal. In the Duplex type

there is a bed frame secured to a U-shaped bar

which in turn is secured to the upper and lower por-

tions of the pivoted door. It projects beyond the

door in such a manner that at one side of the wall

there is no passage through to the other side, no

passage that may be utilized by a person through

the swinging door. There is a slight space here,

but that is not a passage; that is only a few inches

to provide the clearance necessary for the bed to

come out. That describes the Duplex structure.

In the Ideal structure, the same doors of James

are used. The bed is also mounted on the pivoted

door as before, but it is not secured to the door;

it is mounted on a pair of arms projected from a

pivoted shaft which is rotatably supported in bear-

ings at the upper and lower portions of the door,

in such a manner as that it is flush with the door,

providing a full-sized opening when the bed is out.

There is a gear at the bottom of the shaft meshing

with stationary gear on the floor, so that when the

bed and door are revolved together the bed has an

independent motion or a different motion from the

door; as it swings in it moves laterally and pre-

serves a passageway when the bed is at the other
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side of the wall, so that the passageway through

the swinging door is maintained at all times re-

gardless of whether the bed is on one side or the

other. This is accomplished through the fact that

this bed is not firmly secured to the panel, but is

shiftably mounted on a rotating shaft, guided at

the upper and lower ends of the door in bearings.

This is the only structure in the court showing

this passageway for a person to go through whether

the bed is on either side of the wall. It is not

shown in any [105] other structure or exhibit

here.

Q. Do you find in the Anderson patent any show-

ing for a passageway from one side of the opening

to the other at all times?

A. I do not. This enlargement of the Anderson

drawing shows a small space here. Since the aver-

age depth of a bed is about 15 inches or so, it is

manifest no one could get through here. It is left

merely to prove clearance for this corner of the

bed swinging on the arc I have dotted there, and

is in accordance with the patentee's desire to crowd

his bed in as small a space as possible. That is

the object of his invention, according to his speci-

fications. It is not a passageway. Whether he

says it is, or not, the drawing shows it is not a

passageway. The moment the bed turns it ef-

fectually wipes out anything that is hung in there.

It is not a close. A hat hung in there would be

torn off the hook when the bed revolves. Nothing

could be left in there. It is a clearance space, and
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a very small clearance space only, it is not a pass-

ageway. I might remark that I saw the drawings

of Henry there showing a passageway, but that is

incorrect.

Q. What drawing do yon refer to ?

A. The drawing lying there on the desk.

Q. The one I have in my hand and marked Plain-

tiffs' Exhibit 12?

A. Yes. I happened to notice it. In the draw-

ing offered in evidence this morning, it shows a

passageway— [106] A. (Continuing.) This en-

largement is a photographic reproduction of the

Anderson patent, and we know that it is correct.

The moment I looked at this, though, I saw it was

incorrectly shown. It was shown here under Pig.

1, Anderson, at one side of the opening, showing a

circle in which the bed swung, and a space beyond

that circle which increased the apparent clearance

or passageway between the two. By referring to

the Anderson drawing, that circle necessary to clear

the comer is crowded right down to the hinge

point. There is no space whatever beyond the

clearance circle. In fact, the bed scarcely gets out

of the space. This drawing is incorrect. It car-

ries a wrong impression. It carries the impression

that there is a passageway through, whereas there

is not.

Mr. BOYKEN.—Ql In that respect you differ

from the person who made that drawing?

A. I do not differ, 1 merely state the fact. There

is Anderson's drawing there to prove it.
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Q. In the prior art as it has been presented here

in this case, [107] what various objects have

been attached to doors for the purpose of bringing

them from one side of an opening to the other?

Just mention a few of them.

A. As far as our art here shows, they embrace

beds, bureaus, stoves, china closets, garbage buckets,

ice boxes, electrical heating equipment, and shelv-

ing and recesses and tables—practically all house-

hold furniture items.

Q. As to the prior art that has been introduced

in evidence here, is that complete, or is that only

a portion?

A. It is but a representative portion of hundreds

of patents. There is so much done in that line that

almost everything has been touched upon. These

are representative of the subject which has any

bearing on this case.

Q. Have you also looked over the remaining

prior art which is not in evidence here?

A. I have looked over a great may patents and

selected these as being substantially the most im-

portant.

Mr. BOYKEN.—That is all.

Cross-examination.

Mr. LOFTUS.—Q. Your present occupation is

that of a patent solicitor, is it not?

A. Only partially. At the present time I am

an expert adviser in mechanical and patent mat-

ters. I solicit patents. I procure inventions and
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make inventions, and haA^e considerable interest in

the development of inventions of different kinds

for different people.

Q. You are an inventor, too, are you?

A. I am to a certain extent. I have made about

50 inventions, if that would entitle me to that name.

Q. And you are employed, I think you said, part

of the time, by Mr. Boyken, counsel for the defend-

ants?

A. Part of the time, yes. I have other interests

equally as large, if not larger, than my interests

with that firm.

Q. You have offices there with Mr. Boyken?

A. Only on their [108] business, not on my
private business.

Q. Among the various prior patents that you

have discussed here, some 15 in number, can you

mention any one patent prior to the Anderson pat-

ent in suit that shows a bed or any other article of

furniture mounted on a centrally-pivoted panel, so

that it extends along the wall when it is turned

into the room available for use ?

A. I can show a patent which implies that the

article hung on that door may be extended. That

is the James patent of the stove, wherein he says

that the stove can substantially fill the space in the

kitchen. The stove that he shows does not extend,

but he says that the stove can fill a space which

would enable it to extend. That is the only way I

can answer that question.

Q. That particular James patent is No. 825,840?
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A. Yes, that is the patent.

Q. And that is the nearest one of the 15 patents

that you have discussed here—that is the nearest

one to the Anderson patent in suit, is it, according

to your interpretation?

A. If you limit me to a centrally-pivoted door

I would say that was the nearest, but he shows

articles extending along the wall on doors that are

hinge on the side, working adjacent to another

door.

Q. You would prefer, then, not to be limited to

one reference; you would have to combine several

to supply the combination that I asked for in my
question: Is that correct?

A. No, I would not, for the reason that in James'

specifications in Exhibit "Gr,^^ which is the one in

question, he gives latitude regarding the size of

the stove that may be used. Since he says he cauf*

use substantially all the kitchen space, it means

that the stove must extend beyond the door to do so.

Therefore, that reference contains all those fea-

tures.

Q. Will you read from that particular James

patent, No. 825,840, [109] lines 36 to 40, on page

2 ;
just read that into the record, please.

A. ''Furthermore, the sink 26 may extend nearly

to the front of said compartment, so that in using

the sink the door 5 will be open and the user will

stand in the opening."

Q. If you should extend that sink to the front of
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the compartment what way would you have of get-

ting that enlarged stove out of that compartment?

A. There is no necessity for doing that. That is

one of his options only. He says that may be done.

I am not trying to show how another article may
be mounted if I did that. That is not under con-

sideration. If you ask me to extend the stove to

block the place up then naturally I could not put

anything more there. That is only an option of

his. One option is that the stove could be of any

size; another option is that the sink may be of a

certain size.

Q. Therefore it would be impossible to follow

the James suggestion?

A. All at once, yes, but not singly. A person

does not follow all the suggestions of a patentee at

once. If options are given he chooses those which

suit his case.

Q. Is it not true that that dotted circle there

surrounding the pivoted panel and the stove would

suggest that the stove should come within that arc?

A. In that particular drawing that is true, but

that is modified by his specification, which says

that the stove could be of any size, and also by his

other patents, wherein he shows the stove extend-

ing fully half length beyond the pivoted door.

Q. Is it not true that a stove is not a folding

article of furniture, such as a bed?

A. That is not necessarily so, because the other

James patent shows a folding stove hanging on his

door.
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Q. What patent do you refer to now?
A. The one right here. Whether the article

folds, or not, does not affect the function of the

door. James shows a folding stove on a door in

one of [110] these patents.

Q. Give us the number of it.

A. In Patent No. 828,481, Defendant's Exhibit

*^H," in which a stove, 67, is hung on the front of

the refrigerator which is on the door, and the stove

folds down or raises up; in other words, it pulls

out for use and drops to a vertical position when

not in use. Whether a bed folds or does not fold

does not affect the door on which it is hung in any

manner, shape or form.

Q. This stove you refer to, 67, is simply an elec-

trical plate, is it not? A. It is a stove.

Q. It is not a gas-stove?

A. No, but it is a stove. A stove is a stove,

whether it is gas, or electric, or whatever it is. It

is just as hot ; in fact, an electric stove can be made

hotter than another stove if need be.

Q. In the arrangement there shown in the James

patent. No. 825,840—and please confine yourself

to what is shown in the drawing, and not to any

conjectures you may be able to reach from your in-

terpretation of the description; I say with that ar-

rangement it would be impossible to mount a bed

on that centrally-pivoted panel in the manner

shown in the Anderson patent: That is correct, is

it not? Please answer that ''Yes" or ''No."

A. It could be done by simply making that left-
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hand instead of right-hand, simply reversing the

two doors, so as to get away from the wall, which

all the wall bed men admitted here in court they

do. There is a wall here which would interfere

with a bed. Anybody with any mechanical sense

could see you have to move the bed from the wall.

All the wall bed men here testified they get away

from the wall. They change the house plans and

move the opening. That could be done by changing

the doors. You simply reverse the position of the

doors. You put the pivoted door where the other

is in order to make the bed swing out completely

[111] in the compartment, unless the bed was

rather a small bed. This projecting wall would

not be in the way, then. The wall bed men say

they alw^ays tell the architect to move away from

the wall and get the bed out in the room.

Q. If you were building stoves, would you put

them out in the center of the room, or put them in

the corner, as James does?

A. James shows a stove in the center of the room

in his other patent.

Q. Did you ever see any of those James devices

in actual use? A. I did not.

"Q. You are familiar with some of the James pat-

ents shown in wall beds, are you not?

A. I am not. I did not look up the James wall

bed patents, at all.

Q. You don't know that James has some dozen

or more patents on wall beds?

A. I understand that he has.
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Q. You don't know that of your own knowledge?

A. They were not shown in the prior art patents

which were given me to look over, and so I did not

ask for them. I considered they were not of any

importance in this connection.

Q. How long have you been familiar with the

wall bed art?

A. I have been familiar with the wall bed art

for quite a long time. This particular Ideal bed

I have known perhaps longer than anybody in this

courtroom, excepting the inventor.

Q. But you are not familiar with any of the

James patents on Avail beds?

A. I am not, because they were not brought to

my attention in the search which involved these

various patents. One or two were, but they were

beside the issue. I remember seeing one or two

James patents, but they did not seem to have a di-

rect bearing on the case.

Q. You never have seen a James patent showing

a bed mounted on a centrally-pivoted panel, have

you?

A. I personally do not [112] remember see-

ing such a patent. I may have seen it, but if I did

it must have had features which made me pass it

by, because it does not remain in my memory.

Q. You are familiar with the James patent, 756,-

371, which is Exhibit "'F'' in this case, are you

not?

A. Yes, fairly familiar with it in so far as the

features which pertain to the case are concerned.
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Q. Do you recognize any wall bed in that par-

ticular patent?

A. I see a bed here of some type, marked ^^42."

It is very small in the drawing in Fig. 2. I do not

see exactly how it works without reading the speci-

fications. It seemed to have no relation to the case,

and I did not study it up.

Q. Does not this suit relate to wall beds?

A. That is true, but it relates to a particular

type swinging on a door, and this particular bed

here at first glance does not seem to be mounted on

a door.

Q. Please refer to Fig. 14 of that James patent,

and see if you are able to understand the opera-

tion of the James wall bed.

A. The bed swings up on horizontal pivots. I

would say from looking at the drawing roughly

and without reading the specifications, it seems to

swing upward with one end projecting into a re-

cess. It looks as if it stood up in a cabinet here.

It does not swing horizontally out on a door so far

as this seems to show.

Q. In other words, it does not reverse on vertical

pivots ?

A. Not this particular type. In the James pat-

ents, he is concerned with all kinds of apartment

house matters, and he tries to show all kinds of

methods of doing things. Apparently this bed is

one of his methods. He shows everything from

sewer-pipe traps of special design to anything you

can think of. He evidently thinks this type of bed
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desirable. It has no relation to the present bed,

because it swings up, apparently, on [113] hori-

zontal pivots. Would not Fig. 20 give a better

view of it, or is that another bed? It seems to

have no relation to the case, so far as I could see.

Q. In other words, then, it never occurred to

James to mount his wall beds on a centrally-piv-

oted panel, according to the disclosure of this pat-

ent?

A. I don't know what had occurred to James;

he shows so many things here that it may have oc-

curred to him in many other patents with which I

am not familiar. What occurred to James is be-

yond my knowledge to say. He is the only man
who shows the co-operative swinging and pivoted

doors. No one else shows that at all.

Q. Eeferring again to the James patent, 825,840,

what would you say was the primary purpose of

mounting this stove on a centrally pivoted panel?

A. The primary purpose, as it states in the spe-

cification, is so that the stove can be used in either

compartment and the stove sealed, and of afford-

ing a passageway from one compartment to the

other through the auxiliary door when the stove

was in either compartment—exactly the same ob-

ject the wall bed man had in hanging his bed on

the same door.

Q. Did it have any other purpose?

A. It had no other purpose. It provided means

of ingress and egress on one side of the object. It

provided an object which is usable in either com-
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partment, and a means of sealing the compartments

one from the other with the furniture of them in

either compartment. That is the 100 per cent ob-

ject of all these beds.

Q. I call your attention to lines 61 to 65, page 1,

of the James patent, and ask you if you see any

further purpose for this construction?

A. '^Another object of the invention is to en-

able the stove support''—^meaning the pivoted door
—

'^to be used to transfer the food from the kitchen

to the dining-room after cooking, and also to en-

able the stove to be used for [114] light cooking

in the dining-room while shutting off the kitchen.

That is just what I said, you use the stove to cook

on, and then you can turn it around and your food

is on it.

Q. In other words, the food is to be placed on

top of the stove in the kitchen and then the panel

revolved and the stove moved into the dining-

room?

A. Not necessarily, because it provides for using

the stove in the dining-room for light cooking as

well.

Q. Please state whether or not your understand-

ing of the James patent, 825,840, is that the cen-

trally-pivoted panel, 6, should be free to revolve a

full circle 360 degrees?

A. That feature I had not looked into, because

whether it goes clear around, or half way and back

again, would be immaterial, so long as it gets the

stove in one room and back into the other room.
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I can read the patent and see whether it says it

goes clear around, or not. In other patents it does

not go clear around; maybe in this one it does. I

see nothing in the specifications which would limit

him as to whether he went all the way around, or

whether he went 180 degrees and back again. He
seems to show here that stops are provided th lock

the door either with the stove exposed in one room

or in the other. I see no definite statement, with-

out a long reading of this, which would consume

a lot of time, as to whether or not he goes clear

around, or half way around and back again. He
does throw the stove from one room to the other.

I would imagine he could get clear around. I see

no definite statement as to whether he goes clear

around, or not.

Q. What does this convey to your mind'?

^^The catch 30 is movable into sockets 31

when passing toward the same from either di-

rection, so that the door closure can be turned

to either position in either direction." [115]

A. Where is that line you read from, so that I

can see just what precedes it.

Q. Lines 64 to 68 on page 2.

A. It refers to the catch 30. I must first see

what the catch 30 is. The catch 30 appears to be

a little lock at the top of the door to lock it when

it is parallel to the wall. The socket 31 is a little

socket in the frame of the door, above the door.

Sockets are provided at each side of the pivotal

connection of the swinging closure. One would be
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here and one would be here, on top of the door.

^^So as to lock the closure in either direction."

That does not designate whether the door comes

clear around or goes halfway and comes back

again. It is utterly immaterial whether it went

clear around, or not, so far as this inventor is con-

cerned.

Q. You did not complete the reading of that.

A. '^The catch 30 is movable into socket 31 when

passing toward the same from either direction, so

that the door or closure can be turned to. either po-

sition in either direction." Then I would say it

went clear around. It seems to imply that.

Q. Did you have anything to do with the con-

struction of this alleged model of the James pat-

ent which has been offered in evidence here and

marked Defendant's Exhibit ^^P"?

A. After it was made I looked it over to see that

it was substantially like the drawing, and showing

the features of importance.

Q. This centrally-pivoted panel is made so that

it cannot turn completely around; is that right?

A. I had not noticed that particular feature, but

that is immaterial, that makes no difference.

Q. I am not asking you what is immaterial, I am
asking you as to the question of fact.

A. Let me see the model. It does not bump

anything—it just bumps this little suspension

screw around. I will admit that this thing here

does not go clear [116] around. That was an

oversight, though. As far as we are concerned, it
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demonstrates the same thing. That is simply the

roughness of the model.

Q. Will you point out other differences, if you

note any, between this model and the drawing of

the James patent?

A. Apart from the stove being hung there so

we can lift it off without disconnecting the pipes,

I would say it was substantially all right; it shows

substantially what the drawing here shows. We
made the stove detachable so we could a bed on it.

Apart from that I see no material difference be-

tween the two. This door is a trifle smaller, but

is in accordance with the James patent.

Q. How about the side wall, would you be able

to put the bed there?

A. Unless you moved that side wall away, ac-

cording to the admission of Mr. Stearns, you would

not be able to put the bed there.

Q. How about the sink?

A. This was simply put there to show the posi-

tion of the sink. It was simply hinged there so we

would not lose it in taking it out of the way. If

you put an article in there that is so big, the sink

would have to come out, too.

Q. It was necessary to take the sink away so

that you could put a bed on the James door: Is

that correct?

A. Certainly. It took quite a good deal of in-

telligence for us to figure that out, too, but we fi-

nally figured it out.
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Q. Being an inventor you figured that out, did

you? A. Yes.

The COURT.—Q. You have to take the sink out

no matter on which door you mounted the bed?

A. Unless the compartment was larger. That is

only a question as to how big the compartment was.

If the compartment was a big room, you might

have the sink ten feet away. Since it was only

a little compartment, you had to [117] take the

sink out to get the stove in there. Naturally, they

do not try to get a sink, a stove, and a bed in one

compartment, if the compartment is small.

Mr. LOFTUS.—Q. Confining yourself strictly

to what is shown in the James patent No. 825,840,

what would you say the sole purpose of the hinged

door 5 is?

A. It has no sole purpose; it has two purposes;

one of those purposes is to provide a means of get-

ting in and out without molesting the stove; the

other purpose, according to the provisions of the

specifications which enables him to put any size

stove on his door, is to give room for that door to

swing in accordance with the prior patents.

The COURT.—Q. You mean the door?

A. No, to give room for the stove to swing out.

It has two purposes ; one is to provide a passageway

in and out without disturbing the article of furni-

ture hanging on the door; the other purpose is to

provide clearance if that article is larger than the

door in accordance with the provisions of the speci-

fications, and in accordance with his earlier disclo-
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sure in his other patents, wherein the article is so

big that you have to open the door to get it out.

It therefore has those two purposes. It has no

sole purpose.

Mr. LOFTUS.—Q. Can you point to any partic-

ular part of the specifications in the James patent

825,840, where he has any statement that he in-

tended that this stove should swing through the

opening which is closed by the hinged door 5^?

A. I can show you wherein he states certain

things which gives one the privilege of making that

stove any size.

Q. But you do not find it explicitly states there,

do you? A. Yes, quite explicitly stated.

Q. Please read that explicit statement.

A. I have it marked on my own copy. He
speaks of compartment 2, which is the small [118]

compartment, reading from page 2 of his specifica-

tions, line 29:

'^The compartment 2 may contain the usual

kitchen facilities such as a sink 26 and shelves

27, and when the swinging cofeure is moved to

bring the stove into said compartment, said

stove may extend alongside the sink into the

space between the sink and shelves, so that

practically all the space in said compartment

will be utilized.''

That is this space here. That means that the stove

can be big enough to substantially fill that com-

partment. It can be that big if you want it to be.
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He places no limit. His prior patent shows his

stoves

—

Q. Just confine yourself to this patent.

A. That is what you wish to know, isn't it?

Q. Will you please read from the specification

of the James patent No. 825,840, any statements

which you find therein relating to the purpose of

the hinged door 5, and then state whether or not

you find therein any statement by the patentee that

the purpose of said hinge door is to afford a pas-

sageway for a large stove? A. He says:

^^The wall 3 between said apartments is

provided with an opening 4, through which

said apartments communicate, said opening

being closed by a door 5 and swinging closure

6, placed side by side, so that when both are

closed they will close the entire width of the

opening 4. Door 5 is hinged to the casing 7

of opening 4, so that its free edge swings ad-

jacent to the path of swinging closure 6."

Do you want me to read all this?

Q. Please read lines 49 to 54 page 2, of the pat-

ent, which states the purpose of door 5.

A. It reads:

^^The door 5 serves to give convenient access

not only to compartment 2, but also to the

swinging closure, to enable [119] manipula-

tion thereof."

That means if the stove were too big it could not

be manipulated without that swinging door. It is
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implied right there, carrying out his previous im-

plication.

Q. Don't you understand he means by that that

you shall first open the hinged door in order to

grasp the edge of the swinging closure"?

A. Would you consider that necessary? Couldn't

you push on it from the front? You do not have

to open an auxiliary device to get hold of its edge,

you can push it at any point.

Q. So far as that particular arrangement shown

in the James patent 825,840, is concerned, he would

operate the same even if James had placed a jamb

between the edge of the hinged door and the edge

of the centrally-pivoted panel, would he not?

A. No, it would not, because it would not give

the freedom which his specification mentions there

in regard to the size of the stove.

Q. But so far as the illustration in the drawing

is concerned, it would operate just as well with a

jamb there, would it not?

A. The drawing is only half the patent; I could

not consider that drawing without reading the de-

scription of the drawing. I cannot see how it op-

erates without reading what he says he does. He

gives you a privilege there. He is consistent in

showing in several patents the two doors working

adjacent to each other, a pivoted and a swinging

door. He is the only man that shows that in the

art. I cannot rob him of those doors. They must

be left precisely as they are. I am not in a posi-

tion to change his structure.
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Q. You did change it considerably in this model,

didn't you?

A. No, that is not changed. Any projecting

little screw that would bump there would not

change it at all. That was more of a mechanical

oversight; you can take it off and it would [120]

not affect it in any way.

Q. Do I understand by your answer that you are

not sufficiently versed in the art of drawings to say

whether or not that device would operate with a

jamb between the hinged door and the centrally-

pivoted panel?

A. I did not say that; I said that particular de-

vice would or would not operate, depending on the

size of the stove that was hung upon it.

Q. I am asking you to read the drawings as

shown there, and not to change anything in respect

to the size of the stove.

A. As the drawing is shown there, if I placed

a jamb between those doors and you let me do it

by cutting an equal amount off of each door, the

stove will not operate. You have no right to ask

me to spread those doors and spread the building.

If I put a jamb in here I have to cut two inches of

that door and two inches off that one, and the stove

will cease to operate.

Q. But if you move the wall of the building over

you can operate it?

A. Yes, but I have not the privilege of doing

that. I cannot cut an equal amount from both

doors. You cannot confine me to one door. If I
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cut from each door an equal amount then the stove

will not operate.

Q. I understood you to say on your direct exam-
ination that the first patent you had any knowledge

of that showed a reversible wall bed was the Mer-
rill patent?

A. On a centrally-pivoted panel. That was the

first one shown in these prior art patents which are

entered as exhibits.

Q. That Merrill patent, however, was filed later

than the Jordan patent, so that the Jordan patent

would be the first one that issued.

A. I was speaking of the date of issue. How-
ever, I can see in just a moment what those dates

are. The Merrill patent was issued in May, 1908;

the Jordan patent was issued in July, 1908. The

filing of the Merrill patent, however, was in [121]

October, 1906, and filing of the Jordan patent was

in May, 1906. The Jordan was therefore filed be-

fore the Merrill, but the Merrill was issued before

the Jordan. I simply said that the Merrill was

the first issued patent. However, Jordan came

closely along. It is immaterial which is which so

far as my statement is concerned. I consider them

equal. They both show a centrally-pivoted door

with a bed on one side and a cabinet on the other

side.

Q. Are you familiar with the Murphy reissued

patent No. 13,428?

A. I have never looked at the Murphy patent.
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Q. You have seen the Murphy wall bed in use,

haven't you?

A. I have seen the Murphy original patent, but

not the Murphy reissued patent.

Q. I show you a copy of that patent, and ask you

if you can recognize it, and if you can understand

the construction and operation of the Murphy wall

bed.

A. Looking at the drawing, I can see that Mur-
phy hangs the bed on a hinged door. The bed is

wider than the door, and opens out of a doorway

that is narrower than the bed. He has a little

auxiliary door also hanging on the bed in the par-

ticular picture which did not appear in the original

Murphy patent, as far as I am aware.

Q. What would you consider to be the feature of

novelty in this Murphy patent?

A. In that particular reissued, looking at the pic-

ture I would say that the feature of novelty was the

hingeing of a wide bed to a narrow door in a certain

way and pivoted on and auxiliary door the revolving

bed, so that when it swung out you would use that

little auxiliary door to close the opening. There

may be other points. Sometimes the picture shows

one thing and the claims are directed to other things.

For instance, in Anderson two of those two little

truss rods are referred to; that does not appear in

the picture. [122]

Q. You have refeiTcd to the Ruggles patent,

748,563, Defendant's Exhibit ^^D." In what respect

does that differ from Murphy?
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A. This Euggles patent also shows a bed hung on
a common hinged door. It differs from Murphy
in the fact that this bed is narrower than the door,

and has not the little auxiliary door hanging on the

bed which the Murphy reissued shows. Murphy
has a little door hanging on the bed itself, so that

when it is open he can swing that little door. This

man does not show that.

Q. Would you consider the fact that Murphy ex-

tends his bed past one of the edges of the door,

whereas Ruggles does not, as a matter of any mate-

riality ?

A. Personally I wouU consider that it had value,

ves.
«/

Q. But in respect to Anderson extending his bed

past the centrally pivoted panel, so that it ex-

tended along the wall, you think that is immaterial,

do you "I

No, I say that also has value, the same value that

James' extending stove has. Anything extending

beyond the door has value because it shows that

an article larger than the door can swing with the

door.

Q. And that extending stove of James is shown in

patent 756,371, Defendant's Exhibit "¥,'' Is that

the one you refer to?

A. That is one of the James patents which shows

the extending stove. There is another one that

shows an extending stove also.

Q. And that stove extends along the wall when it

is concealed in the closet, does it not '^
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A. There is no closet; there are two compart-

ments; it extends along the wall when it is in one

of the compartments.

Q. Namely, the kitchen? A. Yes.

Q. And in that respect it is similar to the Murphy
patent, is it not?

A. It is very much similar to the Murphy patent.

Counting the kitchen the main compartment, it ex-

tends along the wall of the main compartment. It

is not shown here which compartment [123] is

the larger. The kitchen may be the larger. The

size of this kitchen is not shown ; the size of the com-

partment is not designated. It extends along the

wall when the door is closed. It extends along the

wall beyond the hinges of the door, along the wall

of the compartment in which it is.

Q. In other words, you consider that this James

patent No. 756,371, according to your interpretation,

meets the idea of the Murphy patent?

A. I say that it shows the same idea of the house-

hold articles extending beyond the hinges of the

door and along the wall of the compartment when

the door is closed, the door on which the article is

hung. The drawing there proves that, and that is

what I say.

Q. Are the differences between these various

James patents and the Anderson patent which you

have pointed out as great as or greater than the dif-

ferences between that particular James patent De-

fendant's Exhibit "¥,'' and the Murphy patent?

A. The Murphy reissue I only saw this moment,
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but as regards the James patent, he shows an awful

lot of apartment house construction. That is only

one little element. He shows, I think, 20 figures

in one of his patents. He lays the same stress on

all of them. The difference in the James patents

is very hard to define. It is not a matter of degree.

He shows all kinds of stuff. It is very hard for me
to say just what that degree is.

Mr. LOFTUS.—Ql Do you consider the James
patent. No. 756,371, Fig. 2, is nearer to Anderson

than it is to Murphy "^

A. Well, I would say that it was equally near to

both of them, that is, with certain reservations. It

is near to Murphy in showing an article which ex~

tends beyond the door and overlaps the wall. It is

near to Anderson in showing the necessity of [124]

opening the auxiliary door in order to get that

article out. Murphy had no auxiliary door. There-

fore it is near to Anderson, it is just like Anderson

as far as the use of the auxiliary door is concerned,

because it must be opened in order to get the stove

out. It is near to Murphy for the other reason, the

extension along the wall. So I would say it was

equally near to both of them.

Q. Do you see any centrally pivoted panel in that

James patent No. 756,371 ?

A. No, I do not see it. It looks to me now like a

panel hinged along one edge like the Murphy door,

with the stove extending. I thought first it was a cen-

trally-pivoted panel. Although there is no direct
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statement in the patent, I believe it is two swinging

doors hinged on their edges.

Q. Yon are aware of the fact, are you not, that

the Murphy patent has several times been sustained,

notwithstanding these several James patents?

A. It has been sustained, but I am not aware of

the evidence that was offered, or whether this draw-

ing was shown, or w^hether reversing it was shown,

or whether the stove extending along the wall was

shown. I am not aware of that at all. It may have

been offered or evidence on that point may have

been entirely overlooked,—I don't know.

Q. In your explanation of the Anderson patent

here in suit, you laid some stress on the fact that

the drawing showed a pair of hinged doors in the

rear of the closet, the doors being numbered 5 and 6.

A. Yes.

Q. The Anderson patent would operate the same

w^hether those doors were there or whether you took

them away, or whether you placed a curtain in their

position or not, would it not?

A. No, sir, it would not operate with the doors

there in their present position unless those doors

were open. Those doors block the movement of that

bed. It cannot be moved with those doors there.

[125] They are inoperative.

Q. I will ask you to answer my question. I will

have the reporter read it for you.

(Question read by the reporter.)

A. I say no it would not operate the same. It

would be free to operate if the curtains were there,
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whereas in its present position it would not operate.
The doors would not allow it to operate. The doors
touch the bed. In swinging on its pivot, that cor-

ner would have to extend out on a curve in order to

get around. It is blocked against the hinged corner
of the door, 6, and is immovable. The device as shown
there in that drawing is inoperative; it cannot be
made to work without somebody coming around the

moving doors, essentially removing the doors; ih^n
it would operate, otherwise not. It is not the same
as a curtain.

Q. Is it not a fact that those doors would swing
open under the force imparted to them by swinging

the bed?

A. Normal doors would not. All doors have a

catch some place. One ounce of pressure would

hold them in place.

Q. Do you find any lock or catch shown in the

drawings of the Anderson patent %

A. There are none there, no ?

Q. But you intended to put them on; is that it?

A. Oh, no. I say that in all structures involving

doors a lock is understood. He does not even show

door knobs—^he shows nothing there, and we know

that door knobs are on the thing.

Q. In other words, so far as the operation of the

bed is concerned, it would work better if 5 and 6

were removed?

A. It won't work at all as it is. It is inoperative

as it is shown there. Nobody can make that patent

work. The doors have to come off before it will
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work. That point may have been overlooked by

others, but I see it. [126]

Q. So that taking the doors away improves the

operativeness of the Anderson structure: Is that

correct ?

A. It allows it to operate. It does not improve

it, it allows it to operate.

Q. What is your definition of ^' operativeness"

and '

' inoperativeness
'

' ?

A. A thing that will work and a thing that won't

work.

Q. Would you say that the structure as shown

there in the Anderson patent cannot possibly be

made to operate under any conditions?

A. In its present condition it will not operate.

From the position it is now in, it will not operate

as intended by hand. It might be operated by a

person getting a clawhook or by going around on

the other side and forcibly opening those two doors.

From the forward side it will not operate under

its present method of installation. It would require

some means of opening doors 5 and 6.

Q'. What would you do to make it operate if you

were called upon to install it?

A. I would take off the doors that he tried to get

in connection with his patent through eight actions

in Patent Office and was refused.

Q. In other words, he never did include those two

doors, 5 and 6, in his claims?

A. Oh, yes, he fought bitterly; he was rejected

eight times in the Patent Office. He would not yield
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those doors until the sixth rejection, or until about
the 22d paper went through the Patent Office. The
Patent Office told him they would not allow him
any claim on any building construction, only on
doors on which the bed actually was hung. He ar-

gued that door 4 was necessary, because otherwise

he could not get his bed out. He dropped his claims

on the other doors. The real object of his patent

was to close his bed up between four doors. He
tried to get claims for that, even. The Patent Office

said that building construction would not be allowed

to be claimed by him. The Examiner said, ^^You

will have to file a division if you want [127]

that." Finally, after fighting the Patent Office

through many actions, he dropped his claims to the

doors 5 and 6. That was his real reason for filing

the patent, having the thing all enclosed in doors.

Q. The Examiner held that those doors, 5 and 6,

had nothing to do with the operation of the bed, as

finally claimed : Is that right ?

A. As finally claimed by allowing him claims

without those doors. The Examiner said he would

have to file another application if he wanted those

doors.

Q. In so far as the present Anderson patent is

concerned, the doors 5 and 6 have nothing to do with

the combination?

A. They are not included, because it was not until

he dropped them that his claims were at all consid-

ered.

Q. You don't find the doors 5 and 6 in any of the

claims ?
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A. No, but you find them spoken of in the specific

cations, and elaborated upon.

Q. And if you were to build the Anderson bed,

you would simply dispense with those two doors, 5

and 6?

A. If I had that particular installation, yes, but

if I had a deeper wall I might put them there, if

there was room enough for a bed to clear. I could

not make them just like his, because it would not

work.

Q. You apparently have studied this file-wrapper

in the Anderson patent rather closely, and you are

also aware of the fact that the Patent Examiner

cited in that case the James patent No. 825,840,

which you say is the closest prior patent that you

are aware of in connection with the Anderson?

A. I don't know that I said was the closest, but I

am aware that he cited the patent.

Q. What is the closest patent prior to Anderson,

in your opinion—the closest single patent?

A. I believe now that I did say that that one I

considered the closest.

Q. And that is the patent that the Examiner con-

sidered in connection [128] with the Anderson

claims, is it not? A. Yes.

Q. And you say thoroughly considered at that

time and discussed in the file-wrapper?

A. No, sir, it was not thoroughly considered. The

Examiner's actions are not thorough. I can show

you many cases where an exact element claiming 100

per cent is not allowed; I can show you file-wrap*
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pers where I have personally closed out the claims.

No, the Examiner's consideration is not complete.

Q. You have just stated that there were eight

considerations of the Anderson patent: Would you

consider that thorough?

A. Not in regard to the Hames patent, because

that was considered only superficially; the Exam-
iner left that to the courts to determine.

Q. Now, in regard to accessibility to the closet:

When the bed is stored, considering the type which

is known here as Duplex, and as shown in Plain-

tiff's Exhibit 8, is it not true that by enlarging this

opening slightly space can be provided to permit

access to the closet when the bed is stored?

A. That is true, but that would involve doors

which were not standard; it would increase the size

of the doors. It is just as true that by decreasing

the opening the bed would not work.

Q. In other words, it is not necessary to use this

gearing and links such as we find in the Ideal struc-

ture to enable the user to gain access to the closet

when the bed is stored : Is not that correct ?

A. That is not correct. It is absolutely necessary

to use that gear arrangement with a given size pair

of doors. It was to cover the desire to use doors

which were not unduly large that the gear arrange-

ment was devised.

Q. Is it not true that by sHghtly enlarging the

doors in this Duplex type sufficient space can be

provided to permit access to the closet when the bed

is stored?



158 Bip Van Winkle Wall Bed Co.

(Testimony of J. A. Bried.)

A. No^ sir. Four inches [129] is, I believe,

the space they claim there now for clearance, and a

slight enlargement would not let you go in. You
would have to enlarge it to a point where the doors

would be unduly large.

Q. What would you call unduly large?

A. Depending on the size of the man. For a

good-sized man you might have to have so large a

door that no one w^ould want it in their home.

Q. Suppose you had to use two doors, each three

feet in width, is it not true that you would then have

a movable space to permit the user to enter the

closet when the bed is stored?

A. That is a matter of six feet against two doors

of two feet six inches, or a total of five feet. That

is enlarging the door opening one foot, or one-fifth,

or 20 per cent. That might be possible, but it would

be prohibitive, because it would make an unduly

large opening, which no one would want in their

homes.

Q. Then your answer to my question is ^'Yes."?

A. No, it is not ''Yes"; it is qualified.

Q. I show you a sketch containing two figures,

one illustrative of the ''Ideal" and the other of the

"Duplex," and ask you whether or not you con-

sider Fig. 2 as a possible arrangement of doors and

bed so as to permit access to the closet when the bed

is stored?

A. This arrangement in Fig. 2 is the unduly en-

larged arrangement of which we just spoke, and

which I said would not be acceptable, because if it
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had been the manufacture would not resort to the
gear arrangement. People would not want barn
doors in their room. They are too big. You have
enlarged it here 20 per cent, substantially, in order
to get a passageway that did not exist. You would
make a veiy large door, and people would not
have it.

Q. Mechanically, that is operative, is it not?

A. Certainly, [130] because it operates through

the whole side of the house if you take that side

away. You have simply made the door so large that

you could swing anything through it.

Q. How much larger is it than Fig. 1, approxi-

mately ?

The COURT.—Fig. 1 of what?

Mr. LOFTUS.—Of that same sketch.

A. It is substantially 20 per cent larger. It

would take about 20 per cent larger to go to the

degree that you speak of, but that is a size that is

prohibitive.

Q. In other words, by having this opening six

feet instead of five, the passageway would be pro-

vided? A. But you could not sell the beds.

Q. I thought you were testifying here as a me-

chanical expert, and not as a salesman.

A. I am testifying also to a structure which would

be commercially possible. If you take the entire

side of the building away there is room there, of

course.

Mr. LOFTUS.—I offer the sketch just referred
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to by the witness in evidence, and ask that it be

marked Plaintiff's Exhibit 14.

Mr. BOYKEN.—And I would like to suggest, in

order to preserve the continuity of the record, that

the Murphy patent ought to go in.

Mr. LOFTUS.—I offer a copy of the Murphy re-

issued patent No. 13,428, and ask that it be marked

Plaintiff's Exhibit 15. No further questions.

(The documents were here marked, respectively,

Plaintiffs' Exhibits 14 and 15.)

Mr. BOYKEN.—That is our case. [131]

TESTIMONY OF BALDWIN VALE, FOR
PLAINTIFFS (IN REBUTTAL).

BALDWIN VALE, called for plaintiffs in re-

buttal, sworn.

Mr. LOFTUS.—Q. Mr. Vale, give your age, resi-

dence, and occupation.

A. Age, 49; residence, San Francisco; occupation,

patent attorney and mechanical expert.

Q. What education and experience have you had

which would tend to qualify you to testify as an ex-

pert witness in patent causes, and more particularly

to patents relating to wall beds?

Mr. BOYKEN.—I will admit Mr. Bale's qualifi-

cations as an expert.

The COURT.—I think that will be sufficient.

Mr. LOFTUS.—Q. How long have you been fa-

miliar with wall beds?

A. During the years since 1913 and 1914; I think

in 1913, but I am sure of 1914.
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Q. In what way did you become familiar with the
wall bed patents?

A. I was called in to give an opinion on this An-
derson double-door patent by the local agents repre-

senting the Holmes Bed Company at that time, and
also the representative of the Pacific Wall Bed
Company, with whom I went to San Diego and met
Mr. Anderson, and Mr. Bowman, his patent attor-

ney, and went to the file-wrapper and the prior

art of the Anderson patent in suit, which was at

that time pending in the Patent Office.

Q. You did that in connection with your practice

as a patent solicitor f A. Yes.

Q. Have you been in touch with the wall bed art

since that time'? A. Almost continuously.

Q. Have you examined the patent here in suit,

the Anderson patent, and do you understand the

construction and operation of the device shown and

described therein? A. Yes, sir.

Q. Will you please explain to the Court the par-

ticular improvements in the wall bed set forth in

this Anderson patent, and I [132] will ask you

to compare the same with the prior art, as known to

you, and more particularly as developed by the tes-

timony given by the defendant, which you have just

heard.

A. In answering that question, I would divide

the wall bed art into three distinct classes; the

first class represented by Jordan and Merrill, and in-

volving a revolving panel on which is a bed nar-

rower than the panel. The second class, or the
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next class, is represented by Murphy, in which

he passes a bed through an opening narrower than

the bed by mounting the bed on an ordinary hinged

door, hinged at one side of the opening, with the

bed overhanging the width of the door. The next

departure was what is known as the Anderson

double-door patent here in issue, in which he has

a revolving panel and a hinged door, co-operating

or combining to close the opening in the wall with

the bed swinging on the revolving panel, so that

the bed overhangs the width of the panel, the pro-

jecting side of the bed within the opening project-

ing past the central portion of the opening, so that

the bed freely swings through the opening, and

the opening may be completely closed after the

bed is swung into operative position. The part

of the bed that overhangs the panel when in the

opening takes a reverse position when swung into

the room for use, since this overhanging portion

then overhangs the wall of the room. That, broadly

stated, is the Anderson patent, and the three classi-

fications of the wall bed art.

Q. You have heard Mr. Bried's testimony which

has been given here in connection with the various

prior patents cited in the answer, and particularly

the James patent. No. 825,840 ; what have you to say

in that respect, and in giving your answer you

may refer to any of the exhibits or models which

have been offered here.

A. I would say that the James patent should

[133] be limited to its disclosure in interpreting
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the claims. There are always attempts to inter-

ject invention when an inventor is testifying to

matters of this kind. The James patent drawing

very clearly discloses and illustrates the text of

the James specification in which there is no sug-

gestion as to the mounting of a bed on this door

structure, since in that patent and other patents

of James he shows distinct departure in the matter

of mounting beds, and makes no reference what-

ever or suggestion as to mounting beds on door

structures, as shown in Fig. 4 in patent 825,840.

The stove shown as mounted on the revolving panel

6 is decidedly narrower than the panel, necessarily

so because of the depth of the stove, which necessi-

tates a clearance in passing the wall 3 and each of

the opposing doors, 5. There is no suggestion of

overhanging the stove past the margins of the re-

volving panel 6.

Q. Would the use of a narrow stove, as shown

in this James patent 825,840 in your opinion sug-

gest the particular arrangement and combination

which is disclosed in the Anderson patent?

A. No, sir.

Q. Please give your reasons for that.

A. In the first place, I would consider myself

competent to form that opinion, and in the next

place I know Robert H. Anderson very well, and

I know that he w^as confronted with a difficulty

and had some difficulty in adopting a full-width

bed to an opening of this nature. It calls for

invention to accomplish that mode of operation
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of getting a wide bed through an opening of this

kind; it calls for the inventive faculty.

Q. What would those dotted circles there sur-

rounding the pivoted panel 6 suggest with respect

to the width and depth of the stove?

A. They are the circumference of the extreme

width and depth of the panel 6 and the stove 19,

indicating that the [134] panel 6 was completely

revolvable on its axis.

Q. I show you a model here and ask you to

state what it represents.

A. This model represents the James patent No.

825,840.

Q. The centrally-pivoted panel in this model

is completely revolvable; I ask you if that is your

understanding of the disclosure of the James patent.

A. Yes.

Q. Do you find in the specifications any basis

for that, Mr. Vale?

A. On page 2 of the patent, beginning at line

64, I read the following:

^^The catch 30 is movable into sockets 31

when passing toward the same from either di-

rection, so that the door or closure can be

turned to either position in either direction."

That indicates that the panel 6 could be re-

volved completely around and latched in position

to expose either of its sides.

Q. If the stove were made wider than the panel,

would that panel be capable of revolving, as stated

in the specification? A. It would not.
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Q. What difficulties would be experienced in

attempting to arrange a full-width bed on a panel

arranged such as we see in the James patent

825,840.

A. If the width of the bed overhung the width

of the panel in Pig. 4, it would either foul or con-

tact against the wall 3 or against the end of the

sink 26. It would be necessary to remove the

sink. The door 5 is placed within the opening

there, as stated in the specification, merely to

allow access to the sink. It does not necessarily

function in connection with the door, 6, or revolv-

ing panel 6, and permit access to the stove.

Q. In your opinion could the objects stated in

the James patent be carried out, even if the hinged

door 5 and the pivoted panel 6 were separated by

a jamb? A. Perfectly.

Q. In other words, the hinged door 5 does not

affect the operation [135] of the stove and the

panel: Is that correct?

A. It does not. You could saw a strip off the

edge of the door 5 and nail it in position and swing

the balance of the door 5 on its hinges without in

any way interfering with the operation of the panel

6 and whatever may happen about the panel 6.

Q. Have you any explanation to offer as to why

the stove in the James patent No. 825,840 is placed

so closely against the side wall 3?

A. Well, it is the usual practice in furnishings,

particularly in connection with fiixtures like stoves

and sinks, and especially where there are gas con-
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nections, to make for efficiency in operations, that

such fixtures be installed near the walls. There are

exceptions to this, but the rule is that stoves are in-

stalled near the walls, and usually in corners.

Q. What is your understanding of the purpose

of this closet or compartment at the left-hand side

of Fig. 4 in the James patent, 825,840 ?

A. That space seems to be a closet having no con-

nection with the stove, nor the sink, nor either of

the doors 5 or 6 in this particular patent 825,840,

except so far as this patent refers to patent No.

756,371, which antedated it, in which that space

was utilized for the installation of a recess bed.

Q. Just describe briefly the type of wall bed the

James patents show—that that particular James

patent shows?

A. In the James patent 756,371, referring to

Figs. 11 and 15, Defendant's Exhibit ^^F"—
The COURT.—We will stop now. [136]

Mr. LOFTUS.—Q. Mr. Vale, at the close of

the session yesterday you were asked to describe

the type of wall bed shown in the James patent

756,371, which is one of the exhibits offered by

the defendant.

A. I notice just where I began to answer that

question that I said Fig. 11; that should be Fig. 2;

Roman characters are used, and it confused me a

little. You will note in Fig. 2 that the bed is given

the reference numeral 42. In the description to that

I refer to pag(» 3, beginning line 125

:
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''In the bedroom compartment 4 is provided

a folding bed-frame 42, pivotally supported by
trunnions 43, 143, and adapted when turned

down to form a bed and when turned up to

close the recess 4 and form part of the wall

of the room. This frame 42 is also desirably

formed as a mantel and fireplace having a

shelf 44 thereon, which serves as a mantel

piece when the frame is up and as a foot or leg

to support the bed-frame when turned down."

The form of bed in this patent and in Fig. 2

is the recess type in which the bed merely folds

into a recess provided in the wall. It is not a

pivotal bed in the sense that the beds in issue

are pivotal, showing that James did not consider

his pivoted panel as a means for mounting a bed;

in fact, I do not find in any of the James patents

relating to wall beds, and there are several, in

which he pivots a bed vertically.

Q. In other words, in this patent, 756,371, De-

fendant's Exhibit '^F," James shows the stove

39 carried on a hinged door, and in addition he

shows a recess bed: Is that correct?

A. Yes.

Q. And that recess bed is indicated where'?

A. By the numeral 42, [137] to the left of

the kitchen.

Q. And that bed is not carried upon a panel or

door which swings on vertical pivots: Is that cor-

rect? A. That is correct.
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Q. Are you acquainted with other patents which

James has taken out on wall beds?

A. Yes, there are several.

Q. I hand you some plain copies of James' pat-

ent and ask you to refer to any that you see there

pertaining to wall or recess beds and to briefly

describe the same, giving the dates of filing and

issue of the various patents.

A. I have before me James patent No. 771,154,

issued September 27, 1904, application filed July 8,

1903. This is a recess type of bed with a construc-

tion peculiar to James, since the foot of the bed

is contained within a recess beneath the floor, but

in effect is an ordinary type of recess bed, in that

it folds on the horizontal pivot to close the open-

ing and swings downward on such a pivot and rolls

forward to form the bed in use, as shown in Fig. 3

in jjlan. It is the ordinary recess type of bed, but

has no vertical pivot.

The next patent to James is No. 817,371, dated

April 10, 1906, application filed September 29, 1904.

The answer to the last question applies equally to

this construction, as shown in Fig. 3, with the excep-

tions of certain mechanical differences, but in effect

it is a horizontally pivoted recess bed without any

vertical pivot of any kind upon which the bed

swings. It is lowered into the horizontal position

for use, and elevated to the vertical position to

close the opening when not in use.

The patent to James No. 823,045, dated June

12, 1906, application filed March 28, 1904, is also
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a recess bed operating on a horizontal pivot to

swing the bed down into the operative position,

and to swing the bed up to close the opening

and conceal the bed within the recess. [138]

The patent to James, No. 831,227, dated Sep-

tember 18, 1906, application filed December 19, 1904,

is also a horizontal pivoted recess bed, lowered to

the horizontal position from the wall for use and

elevated to the vertical position to enclose the bed

within a recess and close the opening. There is no

reference in this patent to any form of vertical

pivot for swinging the bed.

Mr. LOFTUS.—I offer these four James patents

in evidence as Plaintiffs' Exhibits 16, 17, 18 and 19.

(The documents were here marked, respectively.

Plaintiffs' Exhibits 16, 17, 18 and 19.)

Mr. LOFTUS.—Q. You heard Mr. Bried say

that the stove mounting in this James patent 756,371

was, in his opinion, equally suggestive of the

Murphy bed and the Anderson type of bed ; what

have you to say in that respect?

A. It is clearly in clash with the Murphy type

of bed in that it is mounted upon a vertically

hinged door and the width of the stove overhangs

the width of the door, the extension of the stove

being beyond the hinge point. It is not a ver-

tically-pivoted panel centrally pivoted, as in the

sense of the Anderson patent, nor of the other

James patent.

Q. Is it possible in that James structure of

patent 756,371 [139] to swing that hinged leaf
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27 so as to cause the stove to overlap the wall

when out in the dining-room?

A. It would not. Provision is made only to

swing this panel 27 to a position of 90 degrees.

It is prevented from going further by reason of

the stove-pipe on the hood 39. If swung any fur-

ther, it would bring the fumes from the kitchen

out into the larger compartment. It is the pur-

pose to keep that fume pipe within the kitchen

enclosure. So James did not provide for swing-

ing the panel 27 190 degrees in the operative posi-

tion. There is another feature: While the stove

is in the operative position, the door 133 as marked

on the drawing would not close the opening; in

fact it would interfere with the use of the stove

if it were swung into the closed position. It does

not close the opening when the stove is in use.

Q. Defendants have offered in evidence here a

model sujjposed to represent the James patent,No.

825,840, which model is marked Exhibit ''P.'' I

will ask you to compare this model of the said

James patent and point out any discrepancies of

dissimilarities which you may note.

A. It is noticeable upon this model that you pre-

sent that the panel is not completely reversible,

as in the James patent, it having a stud project-

ing about the center of the panel which prevents

it from completely revolving in the opening. It

also has an extension over the edge of the panel,

being a wooden part with a hole in it, which acts

as a stop when the i)ane\ is in the closed position.
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This last-mentioned part also interferes with ihe

closing of the door; it would have to have an accu-

rate or circular part cut out of the edge of that

door in order to overhang the clearance of that

socket member which is screwed to the back part

of the revolving panel, beneath the stove, when
the stove is hvmg on the panel. These overhang-

ing parts interfere with the operation [140] of

the panel as disclosed in Fig. 4 of the James patent

No. 825,840. The hinged shelf which purports to

represent the sink 26 is not a very fair represen-

tation of a sink.

Q. Do you find any hinges on that sink in the

James patent under discussion? A. I do not.

Q. What are those members at the upper border

of the sink in Fig. 4 of James patent 825,840?

A. Those are the faucets above the sink. A
sense of proportion indicates that the sink is not

as long in the model relatively as it is in Fig. 4 of

the James patent. It is noticeable that the right-

hand margin of the sink approaches very closely to

the separation between the panels in the approxi-

mate center of the opening, whereas there seems

to be more space in the model than is indicated

on the drawing, which would allow more space

for the stove than the drawing would indicate.

It was probably intended to be a fair representa-

tion of the James drawings. The drawings in

patents are not always reliable as to operatibility

and are not expected to be working drawings. It



172 Rip Van Winkle Wall Bed Co.

(Testimony of Baldwin Vale.)

is fair to give the defendant the benefit of the

doubt, perhaps, in this case.

Q. What have you to say concerning the changes

that were made by the witnesses Sinclair and

Bried in adapting a full-width bed to this James

model Exhibit ^^P"?

A. It is rather easy to play a trick on a model

which you cannot very well do in actual practice

where you have a full-width bed to contend with,

because it is a very different proposition to mount

a wide bed on a narrow panel than to mount a

narrow stove on a narrow panel. Considering

the use of the bed as a bed, and the use of a stove

as a stove, I would not consider them interchange-

able articles of manufacture or of domestic use.

Q. If this model. Exhibit ^'P," had been made

exactly according to Fig. 4 of the James patent,

would it be possible to affix a full-width [141]

bed upon the centrally-pivoted panel?

A. It would not.

Q. Give your reasons for that.

A. Because the sink 26 would interfere with the

operation of the bed in this model.

Q. Any other reasons?

A. I would say the principal reason would be

that there was no teaching in the James patent

to indicate such a use—no suggestion.

Q. Would it be possible to so arrange that full-

width bed that it would overlap the wall when

turned out into the room for use?
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A. Not if it were built according to the James
Fig. 4, because the wall would interfere. The bed
could not be swung into an operative position

within the room and the swinging panel closed to

close the opening. They are not interchangeable

in this model or in fact.

Q. Mr. Bried, in his testimony, stated that he
found basis for enlarging the width of the stove

on the centrally-pivoted panel in James 825,840

by virtue of the description beginning at line 29

and extending to line 26 on page 1 of the James
specifications; will you read that paragraph over

carefully and tell us what your understanding of

the matter is?

A. ^^In connection with such a closure and self-

support I prefer to provide a door, swinging at

the side of said closure, serving to enable com-

munication between the apartments and also to

give access to the reversible stove support for

operation thereof.'' I note that he says he pre-

fers to provide a door, indicating that the door

is not necessary or essential to the combination;

and that it is to give access to the reversible stove

support for operation thereof, meaning, no doubt,

that by swinging the door 5 on its edge you ex-

pose the inner edge of the reversible panel 6,

which could be grap6'ed by the hand of the operator

for operating the panel 6. Considering the fact

that there is a stove on this panel, and that a gas

top swivel connection is [142] order to get gas

to the stove, there may be in many instances an
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undue amount of friction in swinging the panel

6 on its pivot, and it would be necessary there-

fore to exi^ose the edge of the panel for the pur-

pose of manipulating the the panel 6.

Q. Turn now to page 2, lines 29 to 36, page 2,

and will you please state what your understanding

of that portion is.

A. ^^The compartment 2 may contain the usual

kitchen facilities, such as a sink 26 and shelves

27, and when the swinging closure is moved to

bring the stove into said compartment said stove

may extend alongside the sink into the space be-

tween the sink and shelves, so that practically all

the space In said compartment will be utilized."

As far as the drawing is concerned, I think the

drawing indicates that condition, that about all

of the available space in compartment 2 has been

utilized by means of the sink and the stove.

Q. In other words, that, you understand, is not

a suggestion of enlarging the width of the stove?

A. There is nothing in that paragraph and nothing

in the patent to indicate that he intended to en-

large the stove, in fact, an enlargement of the

stove would very soon cause it to foul against the

end of the sink and prevent its operation.

The COURT.—A. Read those lines again, please.

A. *^The compartment 2 may contain the usual

kitchen facilities, such as sink 26, shelf 27, and

when the swinging closure is moved to bring the

stove into said compartment said stove may extend

alongside the sink into the space between the sink
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and shelves, so that practically all the space in said

compartment would be utilized/'

Mr. LOFTUS.—Q. Now, just read what follows

that in connection with the sink 26.

A. ''furthermore, the sink 26 may [143] ex-

tend nearly to the front of said compartment, so

that in using the sink the door 5 will be open and

the user will stand in the opening.'' In the draw-

ing the front edge of the sink does extend close

to the door 5; in fact, it could come quite up to

the door 5 so that the operator could stand' within

the larger room and work in the sink.

Q. And that sink, then, would interfere with any

enlargement of the stove?

A. It would, yes, because of the depth of the

stove requiring the large orbit to swing in an indi-

cated by the circumferential lines as struck from

the center of the pivot, indicating that James had

no idea of extending his stove beyond the vertical

sides of the panel 6. In fact, he shows those cir-

cumferential lines to show the limitations of the

width of the object—whatever it was—on the

panel 6.

Q. Referring now to defendant's model of the

Anderson patent in suit. Exhibit ''0," you heard

Mr. Bried's testimony in regard to the back doors

wherein he stated that he considered the Anderson

device inoperative, will you please tell us what you

have to say in that respect?

A. I think I will have to differ with Mr. Bried in

that matter, because, as indicated by this model,
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the device is operative; simply opening the door

and grasping the edge of the panel, the door swings

into operative position and the swinging door closes

to close the opening without manipulating the back

panels by hand. These back panels could be

mounted on spring hinges if that were desirable,

and the back door 6 of Anderson, as indicated in

his patent No. 1,074,592 automatically gives way
when the butt touches it; in fact, it takes- very

little to clear the edge of the butt in its swing. As
I said before, if that door were on a spring hinge,

which is very common practice, the door would

automatically give way and the user [144] would

not have to pass into the other door to relieve the

bed when it was operating. The Anderson patent

is a thoroughly operative mechanism, as indicated

by this model.

Q. Do you consider that those back doors have

anything to do with the operation of the centrally-

pivoted panel and hinged door at the front?

A. They do no. The door and the panel would

operate and the bed would swing into and out of

position if that were a solid wall. He is enabled to

gain a little space by putting those doors behind

instead of having that a solid wall; if there were

a solid wall at 5 and 6 it would be necessary to

provide a clearance that would clear the edge of

the bed in swinging on its central pivot on the

panel 3. That is a matter of common sense and

mechanical judgment, and would not involve in-

vention.
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Q. Mr. Vale, do you find in any of the patents

discussed here by Mr. Bried, or in any other patent

prior to the Anderson application, the combina-

tion of a hinged door and a centrally-pivoted panel,

the latter carrying an article of furniture wider

than itself and which article of furniture is so

arranged on the panel as to swing through the

opening closed by the hinged door and extending

along the wall when out in the room so as to leave

the hinged door unobstructed?

A. In none of the prior art in wall beds and

analogous arts have I found such a structure.

Q. In other words, that combination appears for

the first time in the Anderson patent?

A. Yes. Anderson marks a distinct departure

in the mounting of wall beds.

Q. What are the advantages of such a combina-

tion as applied to folding beds or wall beds?

A. The saving of space, sightliness, ease of ma-

nipulation and stability.

Q. What has such combination to do with ac-

cessibility to the closet space?

A. It makes the closet space available by means

[145] of swinging the swinging door 4 on its

hinge which allows access to the closet when the

closet is big enough to have other uses than the mere

concealment of the bed.

Q. What about the ability to close that opening

when the bed is extended in the room for use ?

A. That is very important, because it was found

m the early types of wall beds and recess beds that
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there were invariable drafts coming through the

recesses and the closets which made it very dis-

agreeable for one sleeping with his head near that

opening.

Q. What type of wall bed was subject to that

objection of drafts?

A. Particularly the Murphy. That was one of

the early objections to that type of bed. That is

why Anderson provided his door 4, not only to

clear the edge of the bed, but also the close the

opening when the bed was in use.

Q. I call your attention to Plaintiff's Exhibits 7

and 8, representing Defendant's Duplex and Ideal

beds, respectively, and ask you if you find in

either or both of said devices the combination with

a wall provided with an opening therein?

A. I do, in both.

Q. Do you find in either or both of said devices a

panel centrally and vertically pivoted to one side

of the middle of said opening, adapted to close ap-

proximately one-half of said opening?

A. I find that in both.

Q. Do you find in either or both of said devices

a headboard of a bed frame secured to said panel

so that one of its ends extends past said panel and

along the wall on the panel side of said opening,

approximately one-half of its width when the panel

is turned to that said headboard is out of said

opening? A. I find that common to both.

Q. Do you find in either or both of said devices

a door hinged to the opposite side of said opening
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for closing its remaining [146] portion, and to

allow the extended portion of said headboard to

pass through said opening when revolved with said

panel ?

A. I find such a hinged door in both construc-

tions.

Q. And do you find in either or both of said de-

vices a bed frame pivotally mounted on said head-

board "? A. That is common to both.

Q. Do you consider that the lateral shifting of

the bed in the Ideal installation substantially

changes the mode of operation of the device shown

and described in the Anderson patent in suiti

A. No, I do not, for the reason that the bed and

the panel move in unison at all times; the bed

moves through the opening, and when in the opera-

tive position lays against the wall. The portion of

the bedstead that is extended beyond the edge or

margin of the panel overlays the adjoining wall.

The position of the bed within the recess and the

position of the bed within the room is practically

the same as considered in the mode of operation.

The lateral extension of the bed when in the recess

and in the room is a matter of convenience in ac-

cess to the closet, but does not materially alter the

mode of operation of the bed with respect to the

revolving panel.

Q. Is is possible to so proportion the panels and

the doors as to provide access to the closet when the

bed is stored, even though the gears and links

shown in the Ideal installation are not utilized?
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A. It would be. That is a matter of mechanical

construction. The model of the Duplex shows a

certain degree [147] of space here that might be

very easily enlarged at the option of the owner or

the architect in constructing such a building.

Q. I show you a sketch here that has been offered

in evidence as Plaintiff's Exhibit 14, and ask if

that is a possible and practical arrangement of the

so-called Duplex installation?

A. It is. There is nothing in this Fig. 2 that is

in any way impracticable. As a matter of fact, it

is a great convenience. It calls for a little greater

width in the doors, but that is not a serious matter,

it is purely a matter of taste.

Q. Does that provide for access to the closet when

the bed is stored?

A. It provides a very liberal access to the closet

when the bed is stored.

Q. Ordinarily, how much space would be neces-

sary there to enable one to get and out of the

closet when the bed is stored?

A. 12 inches is quite sufficient. I have only 8

inches in my automobile wherein passengers pass

from the front seat to get into the rear seat. It

serves very comfortably.

Q, You heard Mr. Sinclair testify that in the

Duplex system of installation the bed was fastened

to the panel whereas in the Ideal it was not fast-

ened to the panel; what have you to say in that

respect ?
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A. In that connection, architecturally it is neces-

sary to close any opening that is made in the wall;

for that reason it is quite necessary that, irrespec-

tive of the bed, aiid before the bed is attached, you
provide a panel centrally pivoted and a door side-

hinged, to open and close that opening; after this

panel is constructed, the bed is attached to the

pivot of the panel, or attached to the panel. This

construction varies, because in modern architec-

ture, where they are saving every penny possible,

they make these panels very light. As a matter

of fact, it could be common beaverboard, or almost

anything that would serve to represent a door.

[148] For that reason the strain has been taken

off the panel and put onto a rather sturdy pivot.

The pivot shown in the Ideal construction is the

pivot of the panel. The panel is pivoted indepen-

dent of the bed ; then the head of the bed is attached

to the pivot of the panel. If you took the panel

pivot away, the thing would be inoperative.

The COURT.—Q. What do you mean by the

panel pivot "? A. This is the panel pivot.

Q. It goes straight through the edge'?

A. It goes down into the edge of the door. There

is a similar foot or step at the bottom. Then, added

to that, and attached to the panel, is this bracket

which takes this sturdy upright which, in practice,

is a pipe. When that extends down, it extends

through another bracket, which is attached to the

panel. This pipe or upright does not in any way

engage anything else but the panel; it is a part of
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the panel. Incidentally, it has a gear on the op-

posite end of it, or the floor end of it, which en-

gages a gear which is fixed on the floor; at all

times, this support is a part of the panel.

Q. In both, these structures ?

A. In both these structures. In this case it is

given a U-shape merely to get over toward the

center of the head of the bed, and take the lateral

teetering of the bed out. In both cases the pipe

support is fastened in brackets that are in turn

fastened to the panel. Both bed frames are at-

tached to the panels in both cases.

Mr. LOFTUS.—Q. Have you seen full-sized in-

stallations of both Ideal and Duplex types of de-

fendant's wall beds? A. I have.

Qi. How recently have you seen them?

A. I think it was the day before we appeared

here in court.

Mr. LOFTUS.—I offer this model of the James

patent No. 825,824 in evidence and ask that it be

marked Plaintiff's Exhibit 20. You may cross-

examine. [149]

(The model v/as here marked Plaintiffs' Ex-

hibit 20.)

Cross-examination.

Mr. BOYKEN.—Q. Mr. Vale, who was the first

one in the art, as it has been shown here, to disclose

the combination of a centrally-pivoted door and a

side-hinged door adapted to close an opening?

A. From memeory, I think it was James, I would

have to consult the art to be sure of that.
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Qi. I assume you are familiar with these patents

:

I will ask you to point out the patent which first

shows that. If I may suggest it to you, it might
be Defendant's Exhibit "G,'' an enlargement of

which is on the blackboard.

A. I think that is it, Mr. Boyken.

Q. Is that the first showing in the art of a com-

bination of a side-hinged door and a centarlly-

pivoted door adapted to close an opening'? Are
you satisfied of that?

A. As I say, that is from memory, but I think

it is correct. I cannot make a positive statement on

that without verification.

Q. Who was the first one in the art to show that

same combination with an article of furniture at-

tached to the back or to one side of the centrally-

pivoted door?

A. I think, again, that that was James.

Q. Is not that the James patent. Defendant's Ex-

hibit ^^G"?

A. No. 825,840', yes, that is my memory.

Q. What advantage is there in the combination

of the Anderson patent over the prior art?

A. There is very much, in that he put a bed in a

position where it could be disguised—a full-sized

bed disguised and protected within a recess and

swmig into a position for use.

Q. Then I understand from you that the com-

bination of the Anderson patent is new?

A. Yes, sir.
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Q. Now, will you give me the elements of that

combination and [150] as you give them I want

to write them down, the separate elements that

make up the combination which is new in Anderson.

A. In the Anderson patent, No. 1,074,592, we

have a wall provided with an opening.

Q. Is the wall the first element? A. Yes.

Q. What is the second one?

A. A panel centrally and vertically pivoted to

one side of the middle of said opening.

Q. Is the centrally and vertically mounted panel

the other element—the second element of the com-

bination ?

A. Yes. Adapted to closing approximately one-

half of said opening.

Q. Is that the third element?

A. Yes, that is the modification of that element.

Then we have the headboard of a bed frame se-

cured to the said panel so that one of its ends ex-

tends past said panel and along the wall on the

panel side of said opening approximately one-half

of its width, when the panel is turned so that said

headboard is out of said opening.

Q. Is that the fourth element altogether?

A. That is indicated in the dotted construction,

where the overhang of the bed past the center open-

ing is now overhanging the wall at the edge of the

opening.

Q. How many elements would you say there are

in that combination?
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A. We will count them after I get through.

There is a door hinged to the opposite side of said

opening for closing its remaining portion. That

is the door 4. And to allow the extended por-

tion of said headboard to pass through said open-

ing when revolved with said panel; and a bed

frame pivotally mounted on the said headboard.

So we have a wall, a panel centrally pivoted, a head-

board of a bed frame secured to the panel, a door

hinged to the opposite side of the opening, and a

bed frame pivotally mounted on said headboard.

Q. I have six elements noted here; is that the

way you count [151] the elements that make up

that combination?

A. I think you are correct.

Q. Now, I understand, Mr. Vale, that there are

six elements which make up that combination: Is

that correct?

A. The short recess just taken permitted me to

count those elements without the confusion of the

qualifying statements in the claim, and I find four

elements in Claim 1, not including the wall as

an element. If you include the wall, then you have

five. I make them as element No. 1 the panel;

element No. 2 the headboard; element No. 3 is

the door; element No. 4 is the bed frame. Those

four elements are in combination with the wall,

which is old.

Q. Does not that differ somewhat from your pre-

vious answer, wherein, as I understood it, you told

me there were six elements in that claim?
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A. No, I took your count on it ; I did not get the

opportunity to check up on it. The analysis of a

claim is not a matter of snap judgment.

Q. In the prior art do you find the combination

with a wall provided with an opening therein of a

panel centrally and vertically pivoted on the one

side of the middle of said opening, and adapted

to close approximately one-half of the opening?

A. Yes, sir.

Q. Where is that found?

A. I find that in the James patent that we were

previously considering, No. 825,840.

Q. Do you also in the prior art find a headboard

of a bed frame secured to the panel so that one of

its ends extends past said panel along the wall %

A. Only so far is that would apply to Murphy.

Q. Do you find it in Murphy?

A. No, I do not find that combination in Murphy.

We must consider this as a combination and not as

individual elements. The individual elements of

the [152] combination are old.

Q. Now, substituting for the bed which is in that

element the words '^ article of furniture, '' then do

you find it in the prior art? A. No, sir.

Q. Do you not in the prior art find an article of

furniture attached to a panel which extends beyond

the panel?

A. Not in combination with a pivoted panel and

a swinging door.

Q. I am not asking you about the combination;
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I am asking you about that single element apart

from any other element in the combination.

A. I find that in Murphy on a hinged door, not

on a panel.

Q. Don't you find the combination of an article

of furniture attached to a panel, the article of fur-

niture extending beyond the panel along the side

of the wall?

A. No, I don't find such article.

Q. I show you two patents to James, one being

Exhibit ^^E" and the other being Exhibit '^P," and

call your attention to the figures which appear to

be marked on the drawings, and ask you if that

is not true there?

A. Not on a centrally-pivoted panel; it is not

present.

Q. Mr. Vale, I do not limit the panel to a cen-

trally-pivoted panel. I will repeat my question.

Don't you, in those two patents, find an article of

furniture attached to a panel, whether that panel

be centrally-pivoted or in the form of a door with

a side hinge, the article of furniture extending be-

yond that panel or that door, whichever it happens

to be, to which it is attached?

A. Yes, I think that is old.

Q. Where do you find it?

A. You find it here in James, No. 756,371, a hinged

door having an article of furniture attached thereto,

and overhanging the edge of that panel, but it is

not a pivoted panel in the sense of this patent.

[153]



188 Eip Van Winkle Wall Bed Co.

(Testimony of Baldwin Vale.)

Q. I understand that. I understand it is not a

centrally-pivoted panel. Now, we will take up

Defendant's Exhibit "¥,'' patent No. 756,371.

The COURT.—Is there an enlargement of that?

Mr. BOYKEN.—I think there is, your Honor.

Q. In that case you find the article of furniture

extending beyond the opening and along the wall,

do you not?

A. Yes, when it is in a closed position. This is

the case of the stove having the hood over it.

Q. So it extends beyond the wall only when it is

on one side of the opening ; is not that true ?

A. Yes, but not in the operative position.

Q. And does it not extend approximately one-

half its width along that wall?

A. Yes, in its inoperative condition it does.

Q. Where is that wall along which it extends

one-half ?

A. From the pivot back to the wall that is at

right angles to it; in other words, the overhanging

portion does extend along that wall in inoperative

position.

Q. By ^inoperative position" you mean when it

is one side of the opening?

A. No, I mean where it is in an inoperative posi-

tion when it is not in use, when it is in its receptacle

and out of the way for the purpose of concealment.

Q. Is it your idea that when the stove is in the

position shown in Fig. 2 it cannot be used?

A. It cannot be used excej^t when it is swung out

into the dotted position.
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Q. What is there about that figure that makes
you say that?

A. Because here is something, a table or some-

thing, 19, which projects out there, which would

prevent it. As stated in the patent, the dotted con-

struction is the operative position.

Q. Where do you find that in the patent, Mr.

Vale?

A. You have to review a book when you read

one of these James [154] patents.

Q. Suppose, then, that I call your attention to

Fig. 7 and ask you if the stove in Fig. 7 is in

operative or inoperative position? Fig. 7 is on

the second sheet of the drawings.

A. That is considered to be in the inoperative

position.

Q. Does Fig. 7 show that the stove cannot be

used ?

A. It could be inconveniently used, yes.

Q. What kind of stove is this?

A. It is a gas stove.

Q. Why cannot the gas stove be used when in

the position shown in Fig. 2?

A. Because it is inconvenient to use it so. It

is not intended to so use it. The spirit of James

was convenient to take these things away in the

smallest space possible and swing them out only

when they were to be used, swing them out into the

room.

Q. Suppose I wanted to use a stove in that

position, couldn't I do so?
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A. Why, yes, you could, so far as I can see in

that drawing.

Q. Does not the specification say that food can

be cooked when the stove is in that position, and

then swung out with the food on the stove?

A. It could be.

Q. Does it not say so in the specifications?

A. Yes, but you will notice that he has his vent

pipe running right up against the stop, 30, which

could be opened into the ceiling. It is a very in-

convenient place to work.

Q. In order to make it more convenient, what

would you do?

A. I would swing it out into the dotted posi-

tion.

Q. In the prior art, such an opening which is

adapted to be closed by two doors, do you find

anywhere a side-hinged door in combination with

a centrally-pivoted door? That is found in James,

isn't it?

A. That is found in James, yes.

Q. In the prior art, do you also find the com-

bination of two [155] doors where the auxiliary

door is necessary for the article of furniture to be

moved from one position in the opening to the other,

so as to enable you to get space in which to get the

article of furniture around? Don't you find that

in one of the James patents which I called to your

attention—Defendant's Exhibit ^^H?"

A. In Defendant's Exhibit ''H," patent No.

828,481, there is an auxiliary sliding door for the
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purpose of moving the depth of the articles on

the panel through the opening.

Q. For the purposes of this opening, does it

make any difference whether that door is slid-

ing, or hinged, or mounted in any other way?
A. It would close the opening in either case.

Q. The opening which you speak of is neces-

sary for the article of furniture, whatever it may
be, to swing from one position through the open-

ing into the other position: Is not that correct?

A. Yes, that is correct.

Q. In the prior art, do you also find bed frame

pivotally mounted on a headboard?

A. Do you mean horizontally pivoted?

Q. Either way.

A. A bed frame pivoted on a headboard ?

Q. I am reading the last portion of the claim of

the Anderson patent which says a bed frame pivot-

ally mounted on said headboard —that is, on any

headboard.

A. Yes, that is common to all folding beds. I

do not find it, though, in combination with the

other elements in that claim.

Q. I understand that you position is that the

combination of those elements is new in Ander-

son. A. Yes, sir.

Q. In what respect does the Anderson patent,

or at least the combination of the Anderson pat-

ent, differ from the combination which is shown

in James? I particularly call your attention to

Exhibit ''G," which you must have in mind at
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this time. That is also represented by the model

that we have here. [156]

A. It differs in those particulars that are set

forth in the claims that qualify the elements.

Q. What are they? In what respect does this

combination of elements differ from the Ander-

son combination?

A. The fact that it is a bed on a panel, instead

of a stove; the fact that the bed is wider than the

panel ; the fact that the extra width of the bed

overhangs the panel across the center of the open-

ing, so that when swung into operative position

that overhanging portion of the bed lies along the

wall. It differs in many respects.

Q. Now, I am going to remove the stove from

the back of the James model and ask you to place

a bed which I am going to hand you, the model

of a bed, on the James model, so that it will

operate. How will you do that?

A. I can^t do it.

Q. What is the trouble?

A. It fouls the sink in the back.

Q. If that were the case, what would do with

the • sink ?

A. I would have to dispose of the sink.

Q. You would have to move the sink back,

wouldn't you? A. Yes, sir.

Q. Does that require invention.

A. It does when you consider this as a com-

bination. Anderson's invention is a combination

and nothing else but. I think the law presumes
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that there is nothing new under the sun except

combinations.

Q. You stated it will not work because the sink

is in the way ; is there any other reason why it will

not work?

A. That is sufficient reason. That is what James
^shows in his patent, what he indicates in his patent.

To make that substitution makes an inoperative

device.

Q. Is there any other reason besides the mov-

ing of the sink which prevents your installing the

bed instead of the stove in James"? I am going

to ask you all the reasons you can think of now.

A. So far as these models are concerned, no,

there is not, [157] but that is enough; and, be-

sides that, who wants a bed in his kitchen? It

is not good sense to have a bed in there with all

the foul odors of cooking food. James showed

Ms good sense by not putting a bed there. He
had no idea of putting a bed in a kitchen. It is

not done.

Q. You don't think onyone else would put a bed

in a kitchen, do you?

A. I should not think so, although a patent at-

torney might do it.

Q. AVhat would there be to i)revent you from

reversing the doors on James and placing the

bed on the other side?

A. Except that to-day I am not an inventor.

Q. Does that require invention, in your mind,

to reverse those doors?
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A. I think so. The fact is that the James pat-

ent was before the art for years and years and

years, and waited for Anderson to come along and

make the Anderson patent.

Q. I am asking you as a practical mechanic,

do you consider it invention to take the hinged

door off that side and put it on this side, and to

take the centrally-pivoted door from this side and

put it on there, and then have your bed operate?

A. Yes, I will agree that if you could do it I

guess I could; I don't see that it is involved.

Q. Don't you know that in the wall bed busi-

ness it is a common thing, according to these wit-

nesses, to reverse those doors?

A. Yes, they can be rights and lefts.

Q. In the same building, sometimes?

A. Yes.

Q. That all depends on the location of the wall,

and with respect to the opening, does it not?

A. It is a matter of architecture, purely.

Q. If that were done, this sink would not make

any difference, then, would it?

A. Yes, it would. It would interfere with the

swinging of the panel.

Q. In that case what would you do with the

sink—you would [158] have to move it back,

would you not?

A. Yes, you would have to do lots of things.

A. As a practical man skilled in the art, wouldn't

you know enough to do that ?

A. Hypothetically, yes.
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Q. You say that James is the first in the art

to show the combination of a side hinged door

and a centrally-pivoted door for the purpose of

closing an opening, and securing an article of fur-

niture on the back of the centrally-pivoted door;

that is correct, is it not?

A. The James patent 825,840, Defendant's Ex-

hibit "G.''

Q. Why, in your opinion, is James limited to

a stove if he is the first in the art to show an article

of furniture?

A. One of the particular advantages of the An-

derson construction is that w^hen the bed is out

in the room the hinged door gives access to the

recess which is usable as a dressing room or as

a clothes closet, and I do not see anything anal-

ogous between the stove of James and the bed

of Anderson, nor the dressing-room of Anderson

and the kitchen of James.

Q. Would it require the exercise of inventive

faculty to mount a garbage can, or a cupboard,

or something else on the back of the centrally-

pivoted door of the James patent. Exhibit ''G,"

of approximately the same size as the stove?

A. If it were narrower than the panel it would

require no particular invention.

Q. It does not make any difference what he

places on the back of that door so long as it

works: Is not that right?

A. Yes, that is right, so long as he does not

hang a bed.
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Q. But if that works, what have you to say

about it then?

A. It has been decided that that is invention.

That is not my opinion, that is a matter of record,

that that is invention.

Q. As I understood your answer to a previous

question, it did not make any difference whether

Mr. James mounted a garbage can or [159] any-

thing else on the back of that door, so long as it

worked? A. No, no.

Q. And that the substitution did not call for

inventive facuU'ties ?

A. I qualified that by saying, so long as it was

narrower than the panel, and that it was not a

bed.

Q. Why do you except a bed?

A. Because that has been ruled on by minds

greater than mine that is invention. Consider-

ing the fact that anything wider than the panel

would run amuck in there, it amounts to inven-

tion to prevent that condition.

Q. I want to ask you if you think James is lim-

ited in his patent to the exact size and arrange-

ment of sinks and walls, and other architectural

features ?

A. Not the exact size, but up to the margin of

the width of the panel I think he is limited.

Q. For instance, is that sink limited to the size

that he shows? A. No.

Q. You may make the sink any size?
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A. Yes, but he has chosen his own proportions,

and he was man familiar with architecture.

Q. You said something in your direct examina-

tion about the fact that the Anderson model was
not inoperative, for the reason that these doors

might be on some kind of spring hinges; will you

state that again, Mr. Vale?

A. That they could be mounted on what is known
in the trade as spring butts, so that the door could

swing back and forth. They were very common
before Volstead.

Q. Why do you think that the addition of those

spring hinges would make it operative?

A. It would permit that door to give way and

come back into position.

Q. Do you find a suggestion of that kind in the

Anderson patent?

A. He does not limit himself to any particular

kind of hinge, but those hinges were on the mar-

ket.

Q. You think that according to the Anderson

patent he could use any kind of a hinge to do

that? A. Yes. [160]

Q. Does Mr. Anderson, in his patent, say any-

thing about the necessity of opening these back

doors in order to bring the bed through ?

A. No, but is just possible that the idea, as I

understand it, was to make a sleeping-porch bed,

which then becomes merely a recess bed. He may

use that 360 days in the year and never have occa-

sion to work on the pivoted panel except on the
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other five days in the year. So those four doors

do not have to work every time the bed is used.

Q. What times don't they have to work? lam
referring to the doors along the rear side.

A. One of the doors, No. 6, has to give way

slightly to permit the bed to swing out of the

opening in order to clear the edge of the bed, unless

he made the doors thinner or moved the doors back.

Q. As a matter of fact, would not such doors have

some kind of latches or catches on them?

A. Not necessarily.

Q. Would it be practical to construct them other-

wise?

A. Yes, with spring hinges that would return the

door back flush with the wall.

Q. Would that be practical?

A. I think it would be if it were in a private

home, or if it opened onto a sleeping porch. Even

if there were catches, the catches could be worked.

Q. That is to say, every time you pulled the

bed into the room you think it would be a prac-

tical device to have those doors bulge out every

time the bed is being moved from one position

to the other?

A. I do, but it is not necessary that they should,

because if the space is available plenty of room

can be allowed for the swinging of the bed. I

think it is just a draftsman's error. You people

who have to tvith patents know how many mis-

takes patent draftsmen make. It is a practical

device, it will work.
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Q. Which do you think would require the moore
ingenuity, moving [161] the sink of James back

a little bit, or fixing these doors so that they would
work? A. Oh, about the same.

Q. That is what I think, too, Mr. Vale.

A. Yes, but if you don't put the bed in the

kitchen you don't have to move the sink back.

Q. In considering the two models of the de-

fendant's structure, the Ideal and the Duplex, I

understood you to say something about securing

the bed to the back of the door. I ask you to

look at the Anderson patent which is here in suit

and tell me how the drawings of that patent show

the securing of the bed to the door"? What means

does Anderson show in securing the bed to the

door?

A. He shows the bolts 8a securing the head of

the bed to the panel 3.

Q. How do those bolts secure it, rigidly, or

pivotally, or how?

A. They pass through the head of the bed and

through the panel, and hold the head of the bed

securely to the panel.

Q. That is, the bed is fixed in relation to the

panel, and not movable in respect to the panel:

Is not that correct?

A. It moves with it as a unit; they move simul-

taneously and as a unit.

Q. But now separately? A. No, sir.

Q. They move together?

A. They move together.
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Q. How do you find the bed attached to the

panel in the Ideal type? Does that operate in

the same way?

A. We find in the Ideal type as illustrated by

this model that the panel and bed frame move in

unison as a whole, but there is a differential move-

ment between the bed, as a whole, and the panel,

due to the planetary action of that gear structure

that has been touched upon; but the panel and the

bed move as a unit.

Q. Are there any bolts in the Ideal model, such

as bolts 8-A, which hold the bed to the panel, in the

James patent? [162]

A. Yes, I find the equivalent in every way in

the screws that hold the brackets at the top and

bottom that support this supporting shaft; they

pass into the panel. If this were a full-sized model,

screws would not hold it, and they would undoubt-

edly use bolts through the panel, unless they use

very heavy screws and a great many of them.

Bolts and screws are equivalents in mechanics.

Q. The Anderson drawing shows the bed rigidly

mounted on the panel, 3, does it not ?

A. Yes, sir.

Q. Do you find the bed rigidly mounted on the

panel in the model of the Ideal structure?

A. I do. I find it very securely mounted. It

works very, very well, indeed. It is stable, and well

secured.

Q. Does the bed shift in respect to the face of

the panel, in the Anderson drawing?
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A. It does not.

Q. Does it do it in the Ideal? A. It does.

Q. You find a distinction there?

A. I find a distinction there, but it is secured

to the panel at all times, irrespective of what it

does, whether it is raised, or lowered, or whether

it is in a swinging position, it is attached to the

panel at all times and under all conditions.

Q. I would like you to point out to me in the

model of the Ideal bed the equivalents for these

bolts 8a which attach the bed rigidly to the panel?

A. I did so when I pointed out to you the screws

that hold the top and bottom brackets that hold

the vertical upright attached to the panel.

Q. I am going to show you the defendant's model

of the Ideal bed. I think that is a better illustra-

tion. I will ask you to point out in this model the

bolts equivalent to 8a in the Anderson drawing.

A. I do not modify my answer in any way in con-

templating the defendant's model of the Ideal bed.

The two brackets that hold the upright shaft onto

the panel are secured [163] to the panel by

screws. This is a model. In a full-sized bed they

might be bolts for greater security.

Q. Will you put your hand on the two brackets?

A. The brackets secured to the panel by screws,

both in the defendant's Ideal model and in the

plaintiffs' Ideal model; the structure is the same

in both cases.

Q. The head board of the bed frame is not

securely mounted to the panel, is it?
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A. It certainly is.

Q. What have you to say of these intermediate

links ?

A. These links do not alter the fact that the

head board is secured to the panel. They are

secured to the upright shaft, which is secured to

the panel.

Q. Is it rigidly secured?

A. It is rigidly in the vertical sense; laterally,

it is not rigidly secured to the panel, because of

this planetary movement. That does not alter the

basic fact that the bed is secured to that panel at all

times.

Q. I understand your position is that is is se-

cured to the panel; I am asking you if it is rigidly

secured to the panel, as in the Anderson drawing ?

A. It depends on the definition of the term

^^ rigid." It is rigid for all intents and purposes

when the bed is in the operative position; never-

theless, when the bed is to be lowered the head

of the bed is rigidily secured to the panel in that

it cannot move in and out therefrom or laterally

therefrom. When [164] the panel is in the posi-

tion to close the opening, whether the bed be in

the room or in the recess, the head of the bed is

rigidly secured to the panel in the sense that

it is necessary to hold the head of the bed rigid

while the bed is lowered into operative position.

There is no planetary movement or any^ other

kind of movement possible. The head of the bed

is fixed to that panel.
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Q. I am going to read you a portion of the

Anderson patent, page 1, line 65, and I will ask

you to look at the drawing on the blackboard as

I read:

''Upon this panel 3 there is substantially

mounted on the one side a stationary head

board 8 by means of bolts 8a."

What does that mean?
A. That means that the head board is held onto

that panel in a substantial manner.

Q. By what means?

A. By the bolts 8a to keep the bed from fall-

ing down within the recess, and at the same time

to permit it to be lowered into operation when

swung into the room. That condition is common
to the Ideal model and the Ideal structure. If

you want to use that word ''rigidly," it is rigidly

secured to the panel; it cannot move sidewise, or

up or down, or back and forth; it is a solid struc-

ture.

Q. Could you put bolts between this bed and

the panel and still make the Ideal operate?

A. Yes, you could, if your opening were wide

enough. You would have to disconnect your gears.

Q. You could not do it with the gears in there ?

A. No, not if the gears were operative.

The COURT.—Q. You could not connect what

by bolts? A. This head and that panel.

Mr. BOYKEN.—Q. You say it would not operate

if the bed were bolted to the panel?

A. It would not permit the planetary action of
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this gear rotating around the other gear. It

[165] would be an operative bed, as proved by

Anderson.

Q. Then it would be an Anderson bed, would it

not? A. Yes, it is the Anderson bed.

Q. What is the object of the planetary motion

that you speak of?

A. It is to permit the bed to swing into an over-

lapping position within the closet ; it permits a nar-

row opening to be used; it makes the opening nar-

row in here.

Q. The overlapping of the opening occurs on both

sides of the opening, does it not, on the Ideal type ?

A. Yes, but on opposite sides of the bed.

Q. The bed overlaps the opening and extends be-

yond the opening when it is on one side, doesn't it?

A. Yes.

Q. And when it is on the other side the bed also

overlaps the opening?

A. The opposite sides of the bed overlap the

opening, yes.

Q. How would you mount the bed on the Ander-

son drawing so that it would overlap both sides of

the opening, having before you the structure of the

Anderson patent as shown in Fig. 2?

A. The Anderson patent, as shown in Fig. 2,

does not contemplate such an action
;
you cannot

show every possible thing in a patent drawing.

Q. Could you accomplish that overlapping fea-

ture that you speak of in the Ideal structure in

that figure of the Anderson patent?
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A. No, but you could not accomplish the over-
lapping feature of the Ideal without also building
an Anderson bed first.

Q. Why couldn't you have the shifting motion in

Fig. 2 when it is on both sides of the opening?
A. Because Anderson had no use for it, and he

bolted his bed to the panel.

Q. What is there in that figure that prevents the

shifting motion you speak of?

A. The wall 2. There is an allowance there of

an inch or two, perhaps, judging by scale. [166]

Q. If you have presented to you a structure such

as is shown in Fig. 2 of the Anderson patent, could

you moimt the Ideal type of bed on that structure

and make it operate?

A. Not without modifying the wall 2.

Q. What would you do with the wall 2?

A. Do what the Ideal did, make the recess wider

than the opening into that recess.

Q. You would have to change wall 2, wouldn't

you?

A. Yes; that is a matter of architecture. If

anybody wanted such a closet, an architect could

build him such.

Q. Is there anything else you would have to do?

A. You would have to do what the Ideal has

done, put on this planetary movement, or its equiv-

alent, which already has been done.

Q. Then in a structure such as shown in Fig. 2

of the Anderson patent, in order to make the Ideal
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bed operate, you would have to remove that wall,

or at least modify the wall, would you not?

A. You would modify that wall in that particu-

lar case.

Q. And you would also have to put on this plane-

tary gear system you speak of?

A. You would have to put on some sort of a link

system, but not necessarily this planetary.

Q. How would you modify the wall so that your

bed could overlap on that side, what would you do

with it?

A. I just answered that, I would provide a re-

cess that was wider than the opening into the re-

cess.

Q. Show me just what you would do?

A. First of all, you extend back in here into wall

2 the distance required to get the lateral offset of

the bed with respect to the panel 3, and then pro-

vide some means of shifting the head of the bed

with respect to the panel 3, such as the Ideal has

done.

Q. Would that be within the ordinary skill of a

mechanic, or would that be invention ?

A. Invention. I think there are patents on that.

Q. Then in order to make the Ideal operate on

the Anderson, it [167] would require invention?

A. Yes, and it would also require the Anderson

l3e(j—an improvement or an attachment to the the

Anderson bed to make the Ideal; in other words,

Anderson's combination is present in the Ideal be-

fore the Ideal is added to it.
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Mr. BOYKEN.—Q. Given a pair of pivoted and
swinging doors, as first disclosed by James, and a

common double size folding bed, is it not a fact

that any hanging of the bed upon the pivoted door

so that it will operate will result in the so-called

invention of Anderson?

A. Yes. That is what Anderson did. That is

Anderson's invention.

Q. He took the door combination of James and

in place of the stove hung on there a bed?

A. Anderson took everything that was available

at that time, as any inventor can do, and made a

new combination which resulted in the Anderson

patent 1,074,592.

Q. By the substitution of a bed for a stove?

A. No, by changing the mode of operation.

Q. What is the difference in the mode of opera-

tion between Anderson and James?

A. That Anderson has a part that overhangs the

wall in the open position ; he has a horizontally piv-

oted bed on there. [168]

Q. Do you consider that the mode of operation?

A. Yes, that is all part of it. He has to use that

bed after he hangs it on the panel; otherwise he

would have an inoperative device. A vertical bed

is not very comfortable.

Q. Is it possible to hang a full-sized bed on the

combination of the James doors in any other way

but an operable way?

A. So long as you keep within the conditions of

the claim that the swinging door 4 closes the open-
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ing when the bed is in the operative position and

also allows access to the space behind the bed.

Q. Now, considering only the door combination

of James, and not the other features of architec-

ture, that is, the centrally-pivoted door, and the

side hinge door, how is it possible to hang a bed

on the centrally-pivoted door so that it will not

work ?

A. A bed hung on the James patent could not

work, because if it overhung that panel it would

foul the wall and you could not lower the bed.

Q. I am assuming a continuous wall and two

doors in that opening, one centrally-pivoted, and

the other side hinged; with such a structure, how

would it be possible to hang a bed on the centrally-

pivoted door so it would not work?

A. Taking your hypothetical condition, it would

not be possible.

Q. It would work, wouldn't it?

A. Yes, it would work.

Q. If you found that a wall interfered, what

would you do?

A. I would do what Anderson did.

Q. I am asking you what you would do.

A. It depends upon whether I am an inventor,

or not. I would probably do what Anderson did,

but no one else did it; in other words, it took An-

derson to teach this art of wall beds how to hang

a wall bed on a pivoted panel and a swinging door.

Q. As a mechanical man, I am asking you if that

bed fouled the [169] wall what would you do?
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A. I don't think it is fair to ask me what I

would do, because I would have to be an inventor.

If I made the Anderson bed I would be an inven-

tor.

Q. Mr. Vale, you are not answering my question.

I am asking you as a mechanical man that if you
found in turning the bed it fouled the wall, what
would you do ?

A. I would have to quit, because I couldn't move
the wall.

Q. Would you reverse the doors?

A. Well, there you are smarter than I am;
maybe I could do that.

Q. What else could you do? If you had only

the plans, couldn't you move the opening over?

Couldn't you suggest that?

A. Yes, that is common practice.

Q. If the plans were submitted to you and you

found out that that wall was going to foul the bed,

you could reverse the doors, couldn't you?

A. Yes, sir.

Q. And if that were not possible you could move

the opening further on? A. Yes.

Q. And if you did not want to do either of those

things you could move the wall over, couldn't you

—in your plans?

A. That depends. I might get into trouble with

the adjacent property owner if I did that.

Q. I mean if it were feasible so to do.

A. When you are inventing you have to consider

your means of limitation. That is what most in-
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ventors do, tliey just go on tinkering and tinkering

until they get a result. Most inventions are merely

a logical development; they are not thrust into the

world full born. Anderson did that thing, and the

Patent Office and the rest of the world have

thought enough of it to give him a patent for it.

Q. These little inaccuracies in the James model,

you don't consider them of any serious nature, do

you, Mr. Vale?

A. I would consider them of serious nature if

they were built [170] into my home.

Q. I mean that this model is a fair illustration of

the James drawing, is it not, or at least as good as

your models?

A. I don't think so. There are no parts in our

models that foul any parts in that manner. We
do not play any tricks with our models. We put

them up here and leave them as they are.

Q. You mean that this screw here is in the way?

A. Yes, several things are in the way. I listened

to the testimony where you put a wider stove on

that panel and it overhung on the wall—the part

that you say is indicating the wall, there, that ex-

tra wide stove overhangs it. That is not a fair

representation. There is nothing contemplated or

suggested in James like that, and it is an inopera-

tive thing.

Q. There is nothing else that is wrong besides

those things, is there? A. Isn't that enough?

Q. I am asking you a question, and will you

please answer it?
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A. Well, I am not sure of the proportions. I

am taking your word for it. [171]

Redirect Examination.

Mr. LOFTUS.—Q. Mr. Vale, what size of bed
is the Anderson patent concerned with?

A. With what is Imown in the trade as a double

bed; that is a bed large enough to hold two occu-

pants.

Q. What is the approximate width of such a bed?

A. Approximately four feet four.

Q. What other size^ of beds are there than the

double bed ?

A. There is the single bed, which is approxi-

mately 3 feet 2, I think; then there is what is

called a three-quarter bed, which is of a width be-

tween the single and the double bed.

Q. Can you, by reference to any of the patents

which have been offered in evidence, point out ex-

amples of single and double size beds?

A. The Ruggles bed, for instance, Ruggles pat-

ent No. 748,563, is obviously a narrow bed or a sin-

gle bed, taking the door B upon which it is hung

as being a normal door.

Q. Wliat is an example of a double-width bed?

A. It would be the Murphy bed, in which a

double bed was hung on the door of Ruggles in ac-

cordance with the patent of Murphy, the extra

width of the bed overhanging the hinged side of

the door.
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Q. Is there any different problem between con-

cealing a full-width bed and a narrow bed?

A. There is, since the overhang of the wider bed

calls for extra depth of the receptacle in which it

must swing. Taking the bed of Buggies, for in-

stance, when closed into the opening it would be

concerned merely with the depth of the bed when

in the inoperative or vertical position, there being

no overhanging corner swing into the opening.

Q. Any problem arising in connection with the

width of the doors to close the opening?

A. Not necessarily, since Murphy got around

that by hanging a wide or double bed on a single

door, [172] the Murphy patent calling for a bed

wider than the opening. Murphy marking a dis-

tinct departure in the art.

Q. State whether or not it is desirable that the

door or panel on which the bed is mounted should

be narrower than the width of the bed?

A. It is desirable, yes.

Q. In connection with double-width beds?

A. Yes.

Q. You were asked on cross-examination whether

or not it would involve invention to substitute a

bed for the stove in the James patent 825,840;

please explain by reference to the so-called model

of the James patent offered by the defendant and

which has been marked Defendant's Exhibit ''P,"

just what the effect would be if you were to substi-

tute in place of the stove a double-width bed in the

same manner as shown in the James patent, using
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the bed which is detachably mounted on the model

of Anderson, Defendant's Exhibit "O,'' to illus-

trate your answer?

A. In the first place, there is no disclosure in

James indicating or guiding a mechanic as to how
he would hang the bed on the reversible panel, ex-

cept so far as the drawing in Fig. 4 shows that the

bed is centrally located on the panel, symmetrically

arranged with respect to the pivot of that panel.

Q. Please illustrate what would occur if you

should mount the double-width bed in the same

manner as the stove is mounted in the said James

patent ?

A. Removing the stove from this model and

hanging the bed in the same manner by its center,

which would be the natural thing for a mechanic

to do, I find that the doors become inoperative;

neither door can swing; the bed cannot be put into

the recess, and it is not an operative device in the

art of concealed beds. Both sides of the bed over-

hang the width of the panel.

Q. Leaving the hinged door obstructed?

A. Both doors are obstructed. [173] Neither

one can function. You can neither get into nor out

of the receptacle.

Q. Are there any other ways of hanging that

double-width bed on the James model other than

what is indicated in the Anderson patent here in

suit?

A. Without the use of invention, one could at-

tach the bed frame to the model in various ways;
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for instance, you could hang the bed frame by one

corner to the center stud that is provided on this

model, but it would still be an inoperative device.

Q. Which direction would the bed overhang the

panel in that event?

A. It w^ould overhang the swinging door. As

a matter of fact, it would overhang the width of

the swinging door, locking both doors and being a

totally inoperative device.

Q. In other words, you find there are several dif-

ferent modes of mounting this bed on a centrally-

pivoted panel, many of which are impractical, or

at least do not give the results afforded by Ander-

son: Is that correct?

A. Without the teaching of Anderson it is not

practical to hang a bed on a pivoted panel in such

a way that the bed becomes operable, and that the

bed will swing in and out of the receptacle pro-

vided for the bed, and that both doors are oper-

able to open and close the opening, irrespective of

whether the bed is in or out of the receptacle. It

certainly takes the exercise of the inventive fac-

ulty to hang this bed in such a way that it will op-

erate in and out of the receptacle, according to the

Anderson patent. There is nothing disclosed in

the James patent which would justify the construc-

tion of this model. There are distinct additions

to the model which are not disclosed in or indi-

cated by or suggested by the James patent: Tiic

strap across the panel having three studs on it, one

of which studs prevents the panel from swinging
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completely; there is also a stop arranged on the

panel which I testified to this morning calls for an
arcuate [174] gap in the swinging door, permit-

ting it to pass. It acts as a very definite stop to

the revolving panel when the revolving panel is in

a closed position.

Q. This model is not in accordance with the

James disclosure in those respects?

A. It is not.

TESTIMONY OF GENE C. HOLMES, FOR
PLAINTIFFS (IN REBUTTAL).

GENE C. HOLMES, called for the plaintiffs in

rebuttal, sworn.

Mr. TOWNSEND.—Q. Mr. Holmes, please state

your age, residence and occupation.

A. I am 33 years of age; I am a member of the

firm of Holmes Bed Manufacturing Company; I

have been actively engaged in business since 1913.

I, and my firm, are plaintiffs in this action. I am
familiar with the Anderson patent and have a li-

cense or contract of sale from Mrs. Anderson.

Mr. Townsend then offered in evidence the li-

cense between Marshall & Stearns and the Holmes

Company,—the copy when presented, to be marked

Plaintiff's Exhibit ^^21.''

My firm, under that license, has handled or sold

Anderson beds practically all over the United

States. As to how many beds we have manufac-

tured under the Anderson patent since it was is-
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sued, I would say conservatively not less than 25,-

000, probably 50,000 would be more correct. I

have been manufacturing it myself and selling it

since we acquired the Anderson patent and the

rights under it. During the period of the license

between my company and the defendant, as far as

I know, according to our records—which is the

only record that we have—approximately 1,800

beds were accounted for by defendant and royal-

ties paid thereon at $1.00 apiece. [175]

The accounting covered the entire period of the

contract, that is, since it was assigned to us by Mrs.

Anderson, that is, the license between Mrs. Ander-

son and the Rip Van Winkle Wall Bed Company,

except the last seven months of the period of the

license. I would say that it would include Febru-

ary, 1925, and the six months covering the period

of cancellation.

Q. In accounting for royalties, was it specified

in writing anywhere what type of bed they were

paying royalties on, either Ideal or Duplex?

A. There was never any record made on any of

their statements of letters. I have considerable

correspondence bearing on the subject and can

identify certain letters passing between my com-

pany and the defendant company, which relate to

the matter we are discussing, the matter of royal-

ties paid to us.

Mr. TOWNSEND.—I offer these letters in evi-

dence, your Honor. With your permission I will



vs, Verne L, Holmes et at, 217

read them. That is the quickest way of getting

them into the record.

(The letters read as follows:)

PLAINTIFFS' EXHIBIT No. 22.

^^ Oakland, Calif., 2344 Webster St.,

''May 10th, 1921.

''Holmes Disappearing Bed Company,

Los Angeles, Calif.

"Gentlemen:

"Inclosed herewith please find check to cover

royalties on 13 installations for April, 1921.

"Yours very truly,

"EIP VAN WINKLE WALL BED COMPANY,
"By NEIL SINCLAIR,

"E.P.

"NS:EP." [176]

"Oakland, Calif., 2344 Webster St.,

"Dec. 9th, 1921.

"Holmes Disappearing Bed Co.,

Los Angeles, Calif.

"Gentlemen:

"Inclosed please find our check for minimum roy-

alties for Sept., Oct., Nov. and August.

"Yours very truly,

"EIP VAN WINKLE WALL BED COM-
PANY,

"By NEIL SINCLAIR.
"NS/EP.''
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^^ Oakland, Calif., May 17, 1922.

^^Holmes Disappearing Bed Company,

Pacific Electric Company,

Los Angeles, Calif.

'^Gentlemen:

^' While we have not actually taken any orders for

the Holmes In-The-Closet Beds as yet we have some

very fine prospects in sight and quite a few orders

should develop very soon now. This type of bed

is rather an innovation in the bay region and to some

extent the people have to be educated. However,

we might say with certainty that we will be able

to give you some very good orders soon.

''Eegarding royalties on the Anderson installa-

tion will send you a check within a few days for

royalties for the past few months. Would have

sent this sooner l)y we have just recently completed

an up-to-date factory at considerable expense and

we therefore took advantage of your leniency.

Thanking you for your kindness shown and other

past favors, we are

^^Very truly yours,

^^KIP VAN WINKLE WALL BED CO.

^^NEIL SINCLAIR.

^'NSiMBR." [177]
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^^ Oakland, Calif., June 9th, 1922.

^^ Holmes Disappearing Bed Co.,

Los Angeles, Calif.

^^ Gentlemen:

^'Inclosed please find check to apply on Royalties.

Will you please inform us whether you make a

Roll Around Bed that takes up less wheel space

than the one we have on display? We have sev-

eral jobs in which these beds will be used but in one

or two cases they are holding back because they

think that you make an improved model.

''We have not heard from the parties you spoke

about but suppose we will in the near future. The

"uncertainty of not knowing definitely just where we

stand, prevents us from pushing the business as

hard as we would like to do.

''We have just completed an up-to-date manu-

facturing plant and equipped it with up-to-date ma-

chinery. If you can give us any information re-

garding the outcome of this matter, we will ap-

preciate it.

"Yours very truly,

"NEIL SINCLAIR.

"RIP VAN WINKLE WALL BED CO., INC."

"June 15th, 1922.

"Rip Van Winkle Wall Bed Co.,

792-22nd St., Oakland, Calif.

"Gentlemen:

—

"Attention Mr. Neil Sinclair.

"We thank you for your letter of June 9th with

check enclosed for $69.00 covering royalties.
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^'Eegarding matter mentioned advise that we
have sold out our interests in eastern territory and

parties will not come to coast before January Ist^

1925.

'^Referring to the Anderson installation state that

you can push the sale of this bed and that there

will be nothing done before January first. [178]

^^We have a new model In-A-Closet bed coming

through the factory now but it will be 10 days be-

fore delivery or shipment can be made. The base

castings will be curved in at front w^hich makes bed

swivel much easier and will go into a smaller closet.

The headrail will be stationary and a strip of felt

will run clear across back of bed at bottom. We
will also be able to make delivery in about 30 days,

with head and foot rails in square metal tubing,

imitation mahogany or walnut finish at an addi-

tional cost of $7.00.

^^ Awaiting your order for several carloads, we re-

main,

''Very truly yours,

''HOLMES DISAPPEARING BED CO.

-By .

"CH/MH."

"Oakland, California, Oct. 10th, 1922.

"Holmes Disappearing Bed Company,

Pacific Electric Building,

Los Angeles, Calif.

"Gentlemen:

"We are inclosing an inquiry from our repre-
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sentative in Portland, which you may handle as you

see fit. We are also inclosing you check to apply

on royalties.

^^ Yours very truly,

^^EIP VAN WINKLE WALL BED CO.,

"Bj NEIL SINCLAIR.
^^NS/EP."

''Oakland, California, December 14th, 1923.

^'Holmes Disappearing Bed Company,

Pacific Electric Building,

Los Angeles, Calif.

^'Gentlemen:

''We are in receipt of your letter relative to

royalties and will check up soon on our sales. You
may depend on check covering same before De-

cember 31st, 1923.

"Yours very truly,

"RIP VAN WINKLE WALL BED COM-
PANY.

"NEIL SINCLAIR.
"ifS/EP." [179]

"Oakland, California, December 28th, 1923.

"Holmes Disappearing Bed Company,

Pacific Electric Building,

Los Angeles, Calif.

^
' Gentlemen

:

"There is a balance due you on the 1923 de-

liveries of $738.00 which you may enter as a debit

to our account. We would like to re-check our

books again after the first and will at that time take
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care of this balance and render you a statement of

the monthly deliveries.

^^ Trusting that this will be satisfactory and wish-

ing you a happy and prosperous New Year,
^^ Yours very truly,

^^EIP VAN WINKLE WALL BED CO.,

^^NEIL SINCLAIR.
^^NS/EP."

'' Oakland, California, May 9th, 1925.

^^ Holmes Disappearing Bed Co.,

Pacific Electric Building,

Los Angeles, Calif.

*^ Gentlemen:
'^ Inclosed please find check for $141.00 covering

royalties for Jan., Feb., March and April.

^' Yours very truly,

^^RIP VAN WINKLE WALL BED COM-
PANY,

'^NEIL SINCLAIR.
^^NS/EP."

^^ Oakland California, Jan. 15, 1925.

^^ Holmes Disappearing Bed Company,

142 Pacific Electric Building,

Los Angeles, Calif.

^^ Gentlemen:

'^Inclosed please find check for $488.00 to cover

royalties due you from May 1st to Dec. 31st, 1924.

Hereafter if you prefer we will render statement

between the 1st & 10th of each month although we
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would much prefer to do so annually. Please let

us know your wishes.

^^ Yours very truly,

'^RIP VAN WINKLE WALL BED COM-
PANY,

^^By NEIL SINCLAIR, Vice-Pres.

^^NS/UP." [180]

(The letters were marked Plaintiffs' Ex. ''22.")

Mr. TOWNSEND.—Q. Was there at any time

anything said during the license period or any

understanding given to you or any understanding

by you, or your company, that the defendants were

not paying royalties on the Ideal or any other bed

under the Anderson patent 'f A. No, sir.

I am familiar with the two types of bed, known

as the Ideal and the Duplex. The circumstances

under which we became interested in the Ander-

son patent were as follows: Right after the war

we knew that that there had been quite a number of

these Anderson beds installed in Southern Cali-

fornia as well as other parts, and we thought that

with a proper pushing of the same and advertising

it, it would be a very profitable article, and a valu-

able asset to our line.

The features of the Anderson bed that appealed

to us as making it a valuable adjunct to our line

were that it is a combination of a full-sized bed se-

cured to a narrow panel, and when the bed was

swung into the room it would permit the closing

of the entire opening behind the bed, thereby elimi-
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nating the exposure of the closet, and also any pos-

sible drafts. That was a very good feature in

reference to our competition, especially the Murphy
bed. We did not consider the desirability of ac-

cessibility to the closet so much a feature for the

reason that the bed could be installed with different

width doors. We did install quite a number with

a fair of three-foot doors, which would give you

sufficient access to the closet. That was when the

bed was in the closet. When the bed is in use, the

advantage of accessibility to the closet is very im-

portant. [181]

Q. Is that a possibility with any other known

type of wall bed? Can you get that desired re-

sult of accessibility to the closet when the bed is in

the room and opened out for use with any other

type of bed but the Anderson?

A. With the possible exception of the Murphy

bed, by using a considerably wider door. The Mur-

phy bed is a bed that is pivoted on the jamb, and

is swung in and out of the closet and into the room

through ordinarily a three-foot door. It is a double

bed on a narrow door. When the Murphy bed is in

the room, you may have access to the closet, but the

closet opening is not closed. You will have in the

Murphy double bed a closet opening after the bed is

in the room and that is a very undesirable feature.

Aside from Anderson, there is not any reversible

double bed type possessing those desirable qualities

which I mentioned.
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The depth of the closet in relation to the double

bed, for storing the bed, is a very valuable feature,

whether the closet is shallow or whether it be a deep

closet. The swinging radius of the bed is very im-

portant. I think Anderson is the first one to de-

velop that combination in the shallowest closet.

Cross-examination.

Mr. BOYKEN.—^Q. On your direct examination

you referred to a certain agreement made between

Mrs. Anderson and yourself, or your company,

which agreement is here in evidence; do you recall

that testimony? A. Yes, sir.

Q. I notice in looking over the agreement that it

is an agreement to purchase two patents, one of

them being the Anderson patent here in suit, and

the other patent the James patent. Defendant's Ex-

hibit ''G." What were your reasons for buying

this James patent '^ [182]

A. Well, we really did not buy the James patent

;

that was an after consideration when we came to

the purchase price, and Mrs. Anderson really threw

it in as of no value. We did not consider it of any

value at that time. My reasons for including the

two patents, the Anderson patent here in suit and

the James patent; that was an after consideration

when we came to the purchase price, and Mrs.

Anderson really threw it in as of no value. We
did not consider it of any value at that time. My
reasons for including the two patents, the Ander-

son patent here in suit and the James patent, De-
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fendant's Exhibit ^^G" was that he offered to give

it to us, and I did not see any reason for refusing

it. I didn't have any objection to taking it.

I think the Rip Van Winkle Wall Bed Co. opened

up once or twice in Los Angeles. I am not very

familiar with the dates, though. Their place of

business was located in the Central Building, Sixth

and Main Streets, Los Angeles, when they first

opened up. They later opened a display room on

West of Seventh Street. They first opened up some

time during 1923. My company has been in compe-

tition with them in Los Angeles since 1923. I saw

some of their installations in Los Angeles—I would

not say a great many.

I know the territorial extent of the license that

Mrs. Anderson gave to the Rip Van Winkle Com-

pany. It does not include Los Angeles County.

Q. Did you know at the time the Rip Van Winkle

Wall Bed Company was selling beds in Los Angeles

County that they did not have any license down

there %

A. Yes, sir. We did not object because we pre-

sumed we were getting royalties, and believe to-

day that we were getting [183] royalties on the

Ideal bed.

Q. Do you say that you thought you were get-

ting royalties on the Ideal bed in Los Angeles

County, a territory in which the Rip Van Winkle

Company had no license under the patent?

A. Yes, sir.
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Q. What induced you to reach that conclusion ?

A. We did not object to it.

Q. What made you think that royalties were paid

in Los Angeles County when the Rip Van Winkle

Wall Bed Company did not have any license there ?

A. For the reason that in about February, 1922,

Mr. Sinclair, in my office, showed me a drawing

supposedly of the Ideal bed. It was discussed

generally. At that time I told him that that draw-

ing referred to came under the scope of the Ander-

son patent.

Q. Did you ever inquire from the Rip Van
Winkle Wall Bed Company if they were paying

royalty in a territory in which they had no license ?

A. No, sir.

Q. Did you ever talk to Mr. Sinclair in Los An-

geles about wall beds since 1923? A. Yes, sir.

Q. On several occasions, haven't you?

A. I would say two or three, or possibly four.

Q. And you never asked him that ? A. No, sir.

Q. Have you visited the display room of the Rip

Van Winkle Wall Bed Company in Los Angeles ?

A. Yes, sir.

Q. Have you seen any of their circulars?

A. The Ideal installations which were being sold

in Los Angeles?

Q. Yes. A. Yes. [184]

Q. You mentioned several advantages in the so-

called Anderson type of bed over other wall beds;

I understood that the first advantage that you men-
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tioned was that of permitting the closing of the

closet space at all times, whether the bed was in the

closet portion or out in the room ; is that correct ?

A. Yes, sir.

Q'. I am going to ask you to look at the James

patent, which you also own, or at least which is in-

cluded in that license agreement. Does not the

James patent also show that closure between the

closet and the room? A. Yes, sir.

Ql You said another advantage in the Anderson

type of bed was the accessibility to the closet ; I un-

derstood you to say that it allowed you to enter the

closet at all times whether the bed was in the closet

or in the room. I am going to ask you to look at

the James patent, which is also included in that

agreement to sell, and ask you if the door on the

left-hand side, which is the side-hinged door, does

not enable you to enter in and come out of that

closet at all times ?

A. Well, you could squeeze through there. I

would say it is about six inches.

Q. What is the reason you would have to squeeze

through there?

A. Because of the space available.

Q. What obstructs the passage?

A. On the Anderson bed ?

Q. No, I am referring to the enlarged drawing

of Exhibit ''G" and I call your attention to the

side-hinged door, which is at the left-hand side of

the opening, and ask if you can go in and out of that

space between the smaller compartment and the
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larger one at all times, without disturbing the

centrally-pivoted door, or anything that is attached

to it?

A. I could not say, because I don't know how
much space there is there. [185]

Q. You are used to reading plans, are you not,

Mr. Holmes? A. Yes, sir.

Q. Now, I am going to ask you, Mr. Holmes, if

the accessibility to the closet that you spoke of as

one of the advantages of the Anderson installation

is not also present in Fig. 4 of the James patent ?

A. I would think so, judging from the propor-

tions of the drawing.

Q. You would think what?

A. That a person could squeeze in there.

Q. Why would he have to squeeze in there?

What would prevent him from going in freely?

A. The amount of space available.

Qi. Between what ?

A. Between the stove and the sink.

Q. You also spoke of another advantage of the

Anderson patent, namely, that the bed might be

installed on different widths of doors. Don't you

know other beds that can be installed on different

widths of doors ?

A. Not in combination with a pivoted door and a

hinged door.

Q. Without the combination you know that there

are other beds on the market with which you can

do that? A. Yes, sir.
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Q. You also spoke of the fact that it was an ad-

vantage in the Anderson installation to have only

the shallow closet and not a deep closet. Don't

you know of other beds that you can get out of a

recess into a room where there is only a shallow

closet necessary?

A. Not that gives you access to the closet at all

times.

Q. That may be so, but there are beds on the

market which only require a shallow closet: Is not

that so? A. Yes, sir.

Q. You mentioned some figures in connection

with wall beds of the Anderson type which were sold,

and you said you sold some [186] yourself; in

what territory did you sell the Anderson type wall

beds?

A. We sold direct in Southern California.

Q. And I understand you did not sell in North-

ern California ? A. No, sir.

Q. Do your figures include any sales in Oregon

and Washington? A. No, sir.

Q. Did you not sell any Anderson tj^pe beds in

Oregon and Washington ?

A. Probably five or six, maybe; not over a dozen.

Q. You advertised the sale of them up in that

territory, did you not?

A. Our agent did who handles all of our other

beds.

Q. Didn't you know that the Rip Van Winkle

Wall Bed Company at the time you made those

sales had a license up in Oregon and Washington?
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A. Yes.

Q. You sold those beds there any way, did you?

A. I understand that that contract only covered

the manufacture of them.

Q. And that is the reason you sold in their terri-

tory?

A. We were advised by counsel that we were

within our rights.

Q. I am going to show you a page of a catalog,

the Holmes Disappearing Wall Bed Company, and

ask you is not that one of your advertisements up

there in Oregon and Washington ?

A. It is not one of ours, it is one of our agents.

Q. It shows your bed, doesn't it? A. Yes.

[187]

TESTIMONY OF HARRY B. STEARNS, FOR
PLAINTIFFS (RECALLED IN REBUT-
TAL).

HARRY B. STEARNS, recalled for plaintiffs in

rebuttal.

Mr. TOWNSEND.—Q. Will you state the cir-

cumstances of your company becoming interested

in the Anderson patent and finally obtaining a li-

cense for it?

A. We tried a number of times to get the Ander-

son patent: I should say we tried three or four

times since the patent was issued. Finally, I went

down to Los Angeles and had a talk with Mr.

Holmes, and he said he would take the matter under



232 Eip Van Winkle Wall Bed Co,

(Testimony of Harry B. Stearns.)

consideration. His first idea was to give us a non-

exclusive license. That is what we expected to get.

For a great many years the Anderson beds have

been on the market. There has been, I should say,

ever since 1910 or 1911, a large demand for that

type of bed. We are manufacturers of beds, and

naturally want to sell all the beds we can. The re-

sult was that we made every effort to get hold of the

bed, because we considered it so valuable. It has

been sold not only here, but all over the United

States, and has met with a big success. I should

say that there were 25,000 or 30,000 beds sold with-

out any question, and there may have been, and, in

fact, I think there is—I feel reasonable sure that

there have been 50,000 or 75,000 sold.

Mr. BOYKEN.—I move to strike out the an-

swer to the last question as a mere guess, and based

upon hearsay; this witness knows nothing about

it, because he did not sell that bed.

Mr. TOWNSEND.—I think he was in a position

to know if anyone would. He was up against them

and he knows the trade conditions. We may take

it for granted that the exact figures are not avail-

able, but the witness knows what the trade condi-

tions are.

The COURT.—I will deny the motion. I think

the motion has merit, but I will deny it, neverthe-

less.

Mr. TOWNSEND.—Qi. At the time you first

heard of the Anderson [188] bed, what type of

bed were you selling, and did you continue to sell?
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A. We were selling at that time a bed which
would come under the heading of the Jordan pat-
ent. The Jordan patent was on a wide panel, some-
thing like six feet wide, a center pivoted panel, and
a full-sized bed on the back of that panel.

Q. That Jordan patent is the one that has been
referred to here, which was issued in 1908, and is

in evidence? A. Yes, sir.

Q. What further can you say in regard to the

extent of use of the Anderson invention, particu-

larly by this defendant ?

A. According to their statements to Mr. Town-

send, w^hich were given at the direction of the Court

at the time that the Judge granted a temporary

injunction, they have sold about 650 of them in

the last six or seven weeks. I heard the testimony

of plaintiff's expert, Mr. Bried, that it would be

impracticable to make an Anderson structure with

a six-foot opening, using two 3-foot doors. The

defendant has sold a great many beds that were

installed in that way. I went this morning to one

job which they have sold and saw there the open-

ings and the hinge door, and the pivot door hung,

and they are just about to make the installation

at this time. I can give a number of locations

—

The COURT.—How wide were the doors?

A. It was in a 5 foot 8 opening, instead of a

6 foot opening; in other words, only 8 inches wider

than the common practice in putting in a Duplex.

Mr. TOWNSEND.—Q. What clearance did that

give to the closet when the bed was in the closet?
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A. I cannot say as to the one I saw this morningv

but I have measured it in the past, and it is from

12 to 14 inches clearance to get in with [189]

the bed, which is ample clearance. That gives ac-

cessibility to the closet when the bed is folded in

the closet. The opening I inspected this morning

—there was no other entrance to the closet except

the entrance of the bed, and it was a dressing-room

closet.

That was a ^^ Duplex" Rip Van Winkle installa-

tion of defendant. A Duplex bed such as we have

here in evidence.

I operated under the James patents here in evi-

dence. We were originally a licensee, that is, the

firm Marshall & Stearns Company, the predecessor

of this company, and I was vice-president of that

company, we were licensees of James under this

patent 825,840, and also his other patents. We
paid him a royalty of a certain amount on the com-

bination of a gas stove door and hinge door, and

also on the wall beds.

The wall beds that are made under the James

patents are not like the James stove patents—the

James wall bed patents were on what has been

called here a recess bed, a tiltable panel.

Q. I show you four patents which have been

offered in evidence, Defendant's Exhibits 16 to 19,

inclusive, on James folding beds, and ask you if

those are the patents that you referred to in con-

nection with folding beds? A. Yes, they are.

Q. If you had a license under a stove patent,
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why did you have a license under a folding bed

patent, too?

A. Well, we were selling everything—not every-

thing, but a number of things that James had. The
stove was a novelty. It was a good advertising

proposition, you might say. People talked about

it, and it brought people in to see what we had;

incidentally, we sold them wall beds. Of course,

this was [190] 20 years ago, and I cannot re-

member just how many of those we sold, but I

should say we might have sold 50 or 60, or, as a

maximum, 75 of the stoves. The stove was not a

marketable proposition. We sold a great many of

the beds. That was the way that I got into the

wall bed business. When you installed our beds,

they were recess beds, or tiltable beds. They were

pivoted at the side horizontally. The whole bed

went up. The bed was fastened to a panel, and

the panel, just like the old folding bed, tilted up

into the recess.

Q. Did you have any installations in the same

house where you would have a revolving James

stove and a tiltable James recess bed?

A. I am sure we had installations of both, and

I don't think there is any question. In fact, I

know the wall bed was put in, if the stove was

used. The stove was very very hard to sell. There

have been or were no instances of interchangeabil-

ity. There was no idea of that because James had

a bed that we were perfectly satisfied with. The

whole bed went up and down. That was along in
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1904, 1905 and 1906, and we never had any idea

of a reversible bed until the Jordan patent, and we

acquired that in 1910. Then I think it was a year

pr maybe a year and a half after that before we

ever put out a reversible bed.

The factors of the Anderson bed that has made,

or made it to my mind, a desirable addition to our

wall bed line were as follows: It was the first bed

that went in a very shallow closet. Its contempo-

raries were the Murphy, which went into a closet

of from 32 to 34 inches in depth, the Jordan, which

took about a 6-foot door, and half of that was re-

quired in depth, about 36 inches, and the Anderson

went into 22 inches. [191] Then again, the great

selling feature of the Anderson bed, and the one

which no other bed had at that time, was the fea-

ture of your entrance to your closet by your bed

when the bed was down in the room ready for use,

and the closing of that opening. Now, take it, for

instance, with Jordan, you have this big wide panel,

and when the bed was down in the room it was

reversed and you could not go into the closet.

Take it with Murphy, you could go into the closet,

but the opening in back of the bed was not closed,

and you could look in there and see the unsightly

appearance of the closet, or it subjected the occu-

pants of the bed to drafts. So the Anderson is a

very hard bed to meet in competition for that rea-

son.

Q. Here is a little circular entitled, ^^ Revolution
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in beds, Jordan Manufacturing Co.'' I will ask

you if that illustrates the Jordan structure?

A. Yes, it does.

Mr. TOWNSEND.—I offer that in evidence as

Plaintiffs' Exhibit 23.

(The pamphlet was here marked Plaintiffs' Ex-

hibit 23.)

Qi. Has the Jordan bed continued, or has it been

superseded by other types of beds?

A. Prom the Jordan bed we developed other

beds; we developed pivot beds and portal beds,

covered by subsequent patents. The Andersons

featured by advertising, or otherwise, the Anderson

bed. They got out a number of different catalogs.

This is a catalog they got out somewhere about

1912. The reason I know that is there is a date

in here that shows that. It shows that they made

several different types of beds, and this particular

type that is in issue, the Duplex. We have a file-

wrapper in which we keep all catalogs of all differ-

ent [192] kinds of wall beds, and we must have

had this catalog for a great many years. It de-

scribes the Anderson two-door bed in issue here.

The pages where the Anderson two-door bed is

referred to, and described, and shown are pages

6 and 7.

Mr. TOWNSEND.—I offer the catalog and ask

that it be marked Plaintiffs' Exhibit 24.

(The catalog was here marked Plaintiffs' Ex-

hibit 24.)

Mr. TOWNSEND.—Q. On page 9 I notice an-
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other type of Anderson bed there; do you know
what that is?

A. It is the Anderson single-door bed that Mur-
phy stopped; Murphy sued him for infringement

and stopped him making it. The single-door bed

is practically the same as the Murphy, except it

has some ingenious links which are practically the

same as the Ideal and they turn the bed around.

In other words, in Murphy the double bed is fixed

rigidly and carried on the door. The carrying

door is narrower than the double bed in Murphy.

In the Anderson suit that I spoke of, the double

bed was carried on a double door, but the latter was

made laterally shiftable so as to get it through a

smaller opening.

Cross-examination.

Mr. BOYKEN.—Q. What company were you

associated with at the time you took out the license

under the James patent. Exhibit ^^G"?

A. The Marshall & Stearns Company, located in

Los Angeles and San Francisco. Mr. James re-

sided at that time, in Los Angeles. Mr. Anderson

resided at that time in San Diego. We started in

the wall bed business through Mr. James; he in-

duced us to go into it. We started selling his sink

and beds. Before that we had been in the real es-

tate business, [193] if the is what you meant to

ask. We made some installations of this stove

which is attached to the back of the door.

Q. Being in the wall bed business, what induced

you to sell stoves?
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A. I was not in the wall bed business. I say
that James induced us to go into the wall bed busi-

ness in these novelties. We went in with these pat-

ents as a basis. We sold beds ; we also sold stoves.

It was our business to sell beds and stoves together.

We did that in the same business. We had these

stoves, such as shown in Exhibit ''G,'' displayed

down there at that time. It was in the Gray Build-

ing, on Broadway.

Q. Did you also have various types of wall beds

there displayed in that same place at that time?

A. Only the one type, the type I have described,

the recess bed. That was also on display.

Q. I also understood you to say you made numer-

ous installations of the James type of stove, which

is mounted on the back of the reversible door: Do
you recall any of those installations?

A. Do you mean the locations of them?

Q|. Yes.

A. I don't believe I could tell where they were.

I saw them. There were a very few of them sold;

a maximum of about eighty. My statement was

that there was some fifty that may have been sold,

and I said there might have been as many as 75 or

80. Someone stated that they were in the Percival

Apartments. I left Los Angeles after we had been

in the wall bed business, a matter of six or eight

months and I came to San Francisco and we sold

very few of them in San Francisco. Every one

we sold in San Francisco went down in the fire.

The result is I have not a distinct rememberance
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of those that were sold in Los Angeles. We sold

the stove and the pivoted door. [194] We did

not sell the hinged door. Just a minute, now; I

don't believe we sold that door. It would have

been ridiculous to sell one door and not sell the

other. We w^ere not selling doors, we were selling-

stoves. I don't think w^e ever sold a door in con-

nection with it. This was 20 years ago and it is

not very plain in my mind, and also there were

very few^ of them sold. I recall how our exhibit

looked down there at that time. It was similar to

what is shown in the patent here, No. 828,840. The

only difference was that the customary way of put-

ting this thing in was to take the side of a room

—

I used to draw the plans, no one knew how to put

in wall beds at that time, and I used to draw the

plans. We put a bed in here, and the closet along-

side of it, and then put this combination in here.

The bed I am referring to here is the old-fashioned

folding bed or recess bed.

Q. Did it have this wall next to the stove every

time you installed it?

A. That was the way we put them in. That is

the way they worked best in the plans. I would

say that in every one of those eighty installations

that wall was next to the stove.

Q. And you saw them alH

A. I did not testify that there were eighty; I

said there were not over eighty. I testified that

that was our method of installing. That was our
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way of doing business. That was our way of sell-

ing them.

Q. You did not sell the sink, did you?
A. No, I beg your pardon, we did have a sink

that we sold. That slipped my mind for the mo-
ment. We had a combination sink and wash tray,

etc., that we did sell. [195]

Q. I mean in combination with the sale of that

stove. A. Yes, right at the same time.

Q. Did you always sell stoves?

A. No, we did not always sell stoves when we
sold beds, and we did not always sell sinks w^hen

we sold them, but w^e did sell sinks.

Q. I am asking you if every time you sold a

stove you also sold a sink to the same party?

A. No.

Q. Did you install these stoves in the apartment

houses, or did your company?

A. My memory is we did, but I am not very plain

on 20' years ago. It was a novelty which brought

the people in to look at what we had. When we

started in the wall bed business, strange as it may

seem to-day, people said we were crazy because we

were putting beds in the wall. It was a very diffi-

cult thing to sell, it was a very difficult thing to in-

troduce.

Q. Did you always have the stove on the right-

hand side of the opening?

A. Always toward the wall, yes.

Q. That might be left, or right, as required?

A. It would always be in the same ratio to the
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other closets, if that is what you mean. It would
always be up against the wall.

Q. If the wall was on the left-hand side, you
would reverse the doors?

A. Yes, tip it right over like that, so that it would
be on this side, with your wall here. That was the

customary way of doing it, putting them back to

back.

Q. That depended on the location of the wall, did

it?

A. It always came that way in the plans. I drew

the plans. When we started in the business, the

architects didn't know [196] how to work them

out in the plans, and I had to work them out, my-

self. As a wall bed man, I had to work out how

they w^ould operate.

Q. You spoke about the demand being created

for the Anderson type of bed. I will ask you who

created that demand since the year 1920 around

San Francisco and the bay counties, what com-

pany?

A. The Rip Van Winkle Company—I did not.

Q. The Rip Van Winkle Wall Bed Company

during that time was in competition with you?

A. Yes, sir.

Q. Since the year 1920 and until very recently,

did your company sell any two-door type of wall

beds?

A. Yes, we sold recess beds that went behind two

doors. If what you want to know is whether we

ever sold an Anderson bed, we never did, never.
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Q. What do you mean by that, a two-door type

of recess bed?

A. What we call a recess bed is a bed that has
two hinged doors in front of it, and the bed is

fastened to the floor; you open up those two hinged

doors and drop the bed down.

Q. I mean did you ever sell the two-door type

of bed, the bed being mounted on the door?

A. No, sir, we never have, up to the time that

our license went into effect. That was September

11, if I am not mistaken, and we waited two or

three weeks after that before we started in selling.

I don't know that I ever saw the license agree-

ment between Rip Van Winkle Wall Bed Com-
pany and Mrs. Anderson. I have seen copies of

it. I think I saw the first copy in connection with

the suit of the Holmes Company against Anderson

for reformation of contract. That suit was brought

in Los Angeles. Perhaps ^^reformation" is not

the right word. The contract to be [197] re-

formed was the contract Holmes had with Mrs.

Anderson.

Q. These figures that you mentioned concerning

the number of Anderson beds that were sold, are

they based upon any records or are they merely

your observation as a wall bed man?

A. Well, I figured up very carefully, Mr. Boy-

ken, from the number of beds we sold during a cer-

tain period. The Pacific Wall Bed Company sold a

great many of those beds before the patent came

out and after the patent came out. We did a very



244 Bip Van Winkle Wall Bed Co.

(Testimony of Harry B. Stearns.)

large business in 1912, 1913, 1914 and 1915. That
was before the Pair. They were our principal

competitor here, and they were extremely active,

and they sold an awful lot of beds. I was judging

from the number of beds that we sold. There were

negotiations on hand after they went out of busi-

ness for us to take over their old stock, and I got

a pretty good idea of the business they did. They

did a big business. I know that in Los Angeles

Anderson himself sold hundreds and hundreds of

beds. We had an office down there at that time

and he took order after order away from us. You
see, I have a pretty good idea of the number of beds

sold, because I was on the sales end and every time

that they sold we lost. For that reason I have a

pretty good idea of what they did.

Thereupon plaintiffs' counsel again offered in

evidence a printed cox^y of the record in the case

of Rip Van Winkle Wall Bed Company vs Mur-

phy Wall Bed Co., Number 4212, United States

Circuit Court of Appeals, Ninth (yircuit, to which

defendant's counsel objected. Objection sustained;

and the following statement by the Court:

^'I have ruled as to that Murphy record. I

don't want to go into a detailed explanation as to

why I think it has nothing to do with the issues

here. So far as that opinion is concerned, I cer-

tainly will read it. I am bound to do that, and if

there is anything not clear to me in it I will read

the record.
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^^Mr. TOWNSEND.-That is all I want. I
didn't know whether you could take cognizance of
the record in another case.

^^The COURT.—I naturally would.''

Approved: Aug. 16/26.

PRANK H. KERRIGAN,
Judge.

[Endorsed] : Filed July 28, 1926. [198]

(Title of Court and Cause.)

DEFENDANT'S ASSIGNMENT OF ERRORS
ON APPEAL FROM ORDER AND DE-
CREE FOR INJUNCTION AND AC-
COUNTING MADE AND ENTERED ON
APRIL 7, 1926.

Now comes Rip Van Winkle Wall Bed Co., de-

fendant in the above-entitled suit, by its counsel,

and assigns the following as the errors on which it

will rely upon its appeal to the United States Cir-

cuit Court of Appeals for the Ninth Circuit from

the order and decree made and entered in the above-

entitled case on April 7th, 1926, adjudging the

patent herein sued on as valid and infringed and

ordering an injunction and accounting of profits

and damages

:

1. Error of the Court in making and entering

the order and decree of April 7th, 1926.

2. Error of the Court in holding that United

States letters patent No. 1,074,592 issued Septem-

ber 30, 1913, to Ruth B. Anderson, as assignee, are

good and valid in law.
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3. Error of the Court in holding that claims 1
and 3 of United States letters patent No. 1,074,592

issued September 30, 1913, to Ruth B. Anderson,
as assignee, are good and valid in law.

4. Error of the Court in holding that United
States letters patent No. 1,074,592 and the alleged

invention therein embodied are of great practical

utility and benefit.

5. Error of the Court in holding that Robert H.

Anderson was the first, original, and true inventor

of a certain new and useful improvement in wall

beds described and claimed in said letters patent

sued on.

6. Error of the Court in holding that prior to

the commencement of this action the plaintiffs

Verne L. Holmes, Gene C. [199] Holmes and

Bondorra Holmes became vested with the exclusive

right of manufacture, sale and/or use of beds em-

bodying the invention and improvements contained

in said letters patent in suit throughout the United

States and for the unexpired term of said patent.

7. Error of the Court in holding that the plain-

tiffs Marshall & Stearns Company, became vested

with the exclusive right of manufacture, sale and/or

use of beds embodying the invention and improve-

ments contained in and covered by said letters pat-

ent in suit in and throughout the Northern District

of California.

8. Error of the Court in holding that the defend-

ant has infringed upon said letters patent and upon

the exclusive rights and privileges of the plaintiff's

under the same.
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9. Error of the Court in holding that said al-

leged infringement continued after due notice of

plaintiffs' rights as charged in the bill of complaint.

10. Error of the Court in ordering, adjudging

and decreeing that defendant, its officers, agents,

servants, attorneys, workmen, and employees and

each of them be permanently enjoined and re-

strained from making, using or selling or causing

to be made, used or sold, any device or apparatus

embodying or containing the invention described

and claimed in and by said Anderson patent No.

1,074,592, and particularly claims 1 and 3 thereof.

11. Error of the Court in ordering, adjudging

and decreeing that defendant, its officers, agents,

servants, attorneys, workmen, and employees and

each of them be permanently enjoined and re-

strained from making, using, selling, or advertising

or [200] causing to be made, used or sold or of-

fering for sale, directly or indirectly, the type of

defendant's bed known to the trade and identified

as ^^ Duplex."

12. Error of the Court in ordering, adjudging

and decreeing that defendant, its officers, agents,

servants, attorneys, workmen, and employees, and

each of them, be permanently enjoined and re-

strained from making, using, selling, or advertising

or causing to be made, used or sold or offering for

sale, directly or indirectly, the type of defendant's

bed known to the trade and identified as ^^ Ideal."

13. Error of the Court in granting the injunc-

tion contained in and ordered by said decree.

14. Error of the Court in holding that the type
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of bed made by defendant and known as ^' Duplex'^

is an infringement of the patent herein sued on.

15. Error of the Court in holding that the type

of bed made by defendant and known as ^^ Ideal"

is an infringement of the patent herein sued on.

16. Error of the Court in holding that plaintiffs

have and recover of and from the defendant the

profits which said defendant has realized.

17. Error of the Court in holding that plaintiffs

have and recover of and from the defendant the

damages which plaintiffs and/or any of them have

sustained from and by reason of the alleged in-

fringement.

18. Error of the Court in referring the cause to

Harry M. Wright, Esq., as Special Master, for the

purpose of ascertaining and stating the amount of

profits realized by said defendant and the damages

suffered by the said plaintiffs by [201] reason of

the alleged infringement.

19. Error of the Court in ordering costs in favor

of plaintiffs.

20. Error of the Court in not holding that plain-

tiffs have no right or title to bring this suit.

21. Error of the Court in not holding that de-

fendant was and still is the exclusive licensee under

said letters patent herein sued on within the North-

em District of California.

22. Error of the Court in not holding that plain-

tiffs, Verne L. Holmes, Gene C. Holmes and Bon-

dorra Holmes and plaintiff' Marshall & Stearns are

nonexclusive licensees under said letters jjatent

herein sued on.
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23. Error of the Court in not holding that the

letters patent herein sued on are invalid for want of

invention.

24. Error of the Court in holding that a decree

be signed, filed and entered herein in favor of the

plaintiffs as prayed.

25. Error of the Court in granting any relief

whatever, against said defendant.

26. Error of the Court in not dismissing the bill

of complaint herein.

NOW, THEREFORE, in order that the foregoing

assignments may be and appear of record defendant

presents the same to the Court and prays that said

assignments may be filed and that such disposition

may be made thereof as is in accordance with the

laws of the United States in that behalf made and

provided and prays that said order and decree be

reversed and that the District Court of the United

States for the Northern District of California be

directed to enter a final decree in favor of the de-

fendant and against the plaintiffs in the usual form

[202] dismissing said bill of complaint and award-

ing cost to the defendant.

All of which is respectfully submitted.

A. W. BOYKEN,
Solicitor and Counsel for Defendant.

San Francisco, Cal., April 12, 1926.

[Endorsed] : Filed April 13, 1926. [203]
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(Title of Court and Cause.)

DEFENDANT'S PETITION FOR ORDER AL-
LOWING APPEAL.

Defendant herein Rip Van Winkle Wall Bed Co.,

feeling itself aggrieved by the order and decree

made and entered in the above-entitled suit on April

7th, 1926, comes now by its counsel and prays this

Court for an order allowing the said defendant to

prosecute an appeal from the said order and decree

to the United States Circuit Court of Appeals for

the Ninth Circuit under and according to the laws

in that behalf made and provided and also that an

order be made fixing the amount of security which

the said defendant shall give and furnish and that

upon such security being given and furnished all

further proceedings in this court including the ac-

counting and the issuance and operation of the in-

junction ordered in and by said order and decree

be suspended and stayed until the final determina-

tion of said appeal by the United States Circuit

Court of Appeals for the Ninth Circuit.

A. W. BOYKEN,
Solicitor and Counsel for Defendant.

San Francisco, April 12, 1926.

[Endorsed] : Filed April 13, 1926. [204]
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ORDER ALLOWING APPEAL OF DEPEND-
ANT FROM ORDER AND DECREE OF
APRIL 7, 1926.

Defendant in the above-entitled suit having filed

a petition for an order allowing an appeal from the

order and decree entered herein on April 7th, 1926,

accompanied by an assignment of errors, now there-

fore, on motion of counsel for defendant, it is

ORDERED that said petition be and the same is

hereby granted and the defendant is hereby allowed

to take an appeal to the United States Circuit Court

of Appeals for the Ninth Circuit from the order

and decree made and entered herein on April 7,

1926, adjudging and decreeing the validity and in-

fringement of the patent in suit and enjoining the

alleged infringement thereof by defendant and re-

ferring the case to a Special Master for an account-

ing of damages and profits, with costs to plaintiffs;

and it is further

ORDERED that upon the defendant giving a

bond in the sum of $10,000 conditioned as required

by law, all further proceedings in this court includ-

ing the accounting and issuance and operation of

the injunction ordered in and by said order and

decree entered herein be and the same are hereby

suspended and stayed until the final determination

of said appeal by the United States Circuit Court

of Appeals for the Ninth Circuit ; and it is further

ORDERED that the amount of defendant's cost

bond on said appeal be and the same is hereby fixed
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in the sum of Three Hundred Dollars ($300.00) and

that a certified copy of the transcript of the record

and proceedings herein together with exhibits be

forthwith transmitted to the United States Circuit

Court of Appeals for the Ninth Circuit.

FEANK H. KERRIGAN,
U. S. District Judge.

San Francisco, Cal., April 15, 1926.

[Endorsed] : Filed April 15, 1926. [205]

(Title of Court and Cause.)

BOND ON APPEAL.

KNOW ALL MEN BY THESE PRESENTS:
That Fidelity and Deposit Company, Maryland, a

corporation, organized and existing under the laws

of the State of Maryland and duly licensed to trans-

act a general surety business in the State of Cali-

fornia is held and firmly bound in the penal sum of

Ten Thousand Three Hundred Dollars ($10,300) to

be paid to the plaintiffs, their successors or assigns,

for which payment, well and truly to be made said

Fidelity and Deposit Company of Maryland binds

itself, its successors and assigns by these presents.

The condition of the foregoing bond is such, that

WHEREAS, Rip Van Winkle Wall Bed Co.,

defendant above named, has taken an appeal to the

United States Circuit Court of Appeals for the

Ninth Circuit, to reverse the interlocutory decree and

order for injunction and accounting made and en-

tered herein on April 7th, 1926, by the District
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Court of the United States for the Northern District

of California, Third Division;

NOW, THEEEFORE, the condition of this obli-

gation is such that if the said defendant, Eip Van
Winkle Wall Bed Co., shall prosecute its said ap-

peal to effect, and shall answer all damages and
costs if it shall fail to make its plea good, then this

obligation shall be void ; otherwise to remain in full

force and effect.

AND IT IS HEREBY EXPRESSLY AGREED
that in case of a breach of any condition of the

above obligation and this undertaking, [206] the

said Southern Division of the United States District

Court, for the Northern District of California,

Third Division, may, upon notice to the Fidelity

and Deposit Company of Maryland of not less than

Ten (10) Day, proceed summarily in the above-en-

titled case therein pending to ascertain the amount

which the said Fidelity and Deposit Company of

Maryland is bound to pay on account of such breach,

and render judgment therefor against it, and award

execution therefor.

IN TESTIMONY WHEREOF the said surety

has caused its corporate name and seal to be here-

unto affixed by its duly authorized officers at the

City and County of San Francisco, State of Cali-

fornia, this 17th day of April, 1926.

FIDELITY AND DEPOSIT COMPANY
OF MARYLAND.

By JOHN W. LATHAM,
Attorney-in-Fact.

[Seal] Attest: F. L. JACOBSEN,
Agent.
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Approved.

FEANK H. KERRIGAN,
U. S. District Judge.

State of California,

City and County of San Francisco,—ss.

On this 17th day of April, A. D. 1926, before me,

John McCallan, a notary public in and for the City

and County of San Francisco, residing therein, duly

commissioned and sworn, personally appeared John

W. Latham, attorney-in-fact, and F. L. Jacobsen,

agent, of the Fidelity and Deposit Company of

Maryland, a corporation, known to me to be the

persons who executed the within instrument on be-

half of the corporation therein named and acknowl-

edged to me that such corporation executed the

same, and also known to me to be the persons whose

names are subscribed to the within instrument as

the attorney-in-fact and agent respectively of said

corporation, and they, and each of [207] them^

acknowledged to me that they subscribed the name

of said Fidelity and Deposit Company of Maryland

thereto as principal and and their own names as

attorney-in-fact and agent respectively.

IN WITNESS WHEREOF, I have hereunto set

my hand and affixed my official seal at my office in

the City and County of San Francisco the day and

year first above written.

[Seal] JOHN McCALLAN,
Notary Public in and for the City and County of

San Francisco, State of California.
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The premium charged for this bond is $103.00

Dollars per annum.

[Endorsed] : Filed April 19, 1926. [208]

(Title of Court and Cause.)

PRAECIPE FOR TRANSCRIPT OF RECORD
ON APPEAL.

To the Clerk of the Above-entitled Court

:

Please prepare transcript of record on appeal

from the interlocutory decree for injunction and

accounting entered herein, and transmit such rec-

ord to the Clerk of the U. S. Circuit Court of Ap-

peals for the Ninth Circuit, incorporation therein

the following

:

1. Bill of complaint.

2. Answer.

3. Decree for injunction and accounting.

4. Petition for order allowing appeal.

5. Order allowing appeal.

6. Assignment of errors.

7. Bond on appeal.

8. Citation on appeal.

9. Order of Court dated April 2d, 1926.

10. Statement of evidence in simple and condensed

form as provided by Equity Rule 75 and

filed herewith.

A. W. BOYKEN,
Attorney for Defendant.
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Receipt of a cop}^ of the within praecipe for tran-

script of record on appeal admitted this 10th day of

July, 1926.

CHAS. E. TOWNSEND,
WM. A. LOFTUS,

For Plaintiffs.

[Endorsed] : Filed July 12, 1926. [209]

CERTIFICATE OF CLERK U. S. DISTRICT
COURT TO TRANSCRIPT OF RECORD.

I, Walter B. Maling, Clerk of the District Court

of the United States, in and for the Northern Dis-

trict of California, do hereby certify the foregoing

two hundred nine (209) pages, numbered from 1 to

209, inclusive, to be a full, true and correct copy of

the record and proceedings as enumerated in the

praecipe for record on appeal, as the same remain

on file and of record in the above-entitled suit, in

the office of the Clerk of said court, and that the

same constitutes the record on appeal to the United

States Circuit Court of Appeals for the Ninth Cir-

cuit.

I further certify that the cost of the foregoing

transcript of record is $93.80 ; that the said amount

was paid by the defendant and that the original

citation issued in said suit is hereto annexed.

IN WITNESS WHEREOF, I have hereunto set

my hand and affixed the seal of said District Court

this 17th day of August, A. D. 1926.

[Seal] WALTER B. MALING,
Clerk United States District Court for the North-

ern District of California. [210]
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CITATION.

United States of America,—ss.

The President of the United States, to Verne L.

Holmes, Gene C. Holmes and Bondorra Holmes
(a Copartnership Doing Business Under the

Firm Name and Style of Holmes Bed Manufac-

turing Company), Marshall & Stearns Company
(a Corporation), and Ruth B. Anderson,

GREETING:
You are hereby cited and admonished to be and

appear at a United States Circuit Court of Appeals

for the Ninth Circuit, to be holden at the City of San
Francisco, in the State of California, within thirty

days from the date hereof, pursuant to an order

allowing an appeal, of record in the Clerk's office

of the United States District Court for the Northern

District of California, Third Division, wherein Rip

Van Winkle Wall Bed Co., a corporation, is appel-

lant and you are appellees, to show cause, if any

there be, why the decree rendered against the said

appellant, as in the said order allowing appeal men-

tioned, should not be corrected, and why speedy jus-

tice should not be done to the parties in that behalf.

WITNESS, the Honorable FRANK H. KERRI-
GAN, United States District Judge for the Northern

District of California, this 19th day of April, A. D.

1926.

FRANK H. KERRIGAN,
United States District Judge.
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Eeceived a copy of the within citation this 19th

day of April, 1926.

CHAS. E. TOWNSEND,
Atty. for Plffs.

[Endorsed] : Filed Apr. 20, 1926. [211]

[Endorsed]: No. 4943. United States Circuit

Court of Appeals for the Ninth Circuit. Rip Van
Winkle Wall Bed Company, a Corporation, Appel-

lant, vs. Verne L. Holmes, Gene C. Holmes and

Bondorra Holmes (a Copartnership Doing Business

Under the Firm Name and Style of Holmes Bed
Manufacturing' Company), Marshall & Steams Com-

pany (a Corporation), and Ruth B. Anderson, Ap-

pellees. Transcript of Record. Upon Appeal from

the Southern Division of the United States District

Court for the Northern District of California, Third

Division.

Filed August 17, 1926.

F. D. MONCKTON,
Clerk of the United States Circuit Court of Appeals

for the Ninth Circuit.

By Paul P. O'Brien,

Deputy Clerk.










